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Abstract  
Profit in business comes from repeat customers, customers that boast about 
your product and service, and that bring friends with them. 
W. Edwards Deming (2000) 
 
Whilst customer loyalty and satisfaction are important and essential constructs for banks, customer 
attitudes about whether specific product types affect that loyalty and satisfaction have had 
insufficient empirical investigation. Furthermore, many studies are from non-Western countries and 
fail to specifically investigate retail banking in Western societies and, particular to this study, 
Australia.  
The fundamental question this thesis poses is whether customers are truly loyal to their bank or 
whether the products they use moderate their loyalty. How do different product types affect loyalty 
outcomes? This work analyses the historical and preliminary investigations into loyalty a concept 
which has evolved from being simplistically viewed as behavioural into a newer, more all-inclusive 
construct with many attitudinal elements adding to a more comprehensive conceptualisation. 
The investigation presented in this thesis examines empirical evidence in the field, creates a 
framework of customer loyalty based on Lau et al.’s (2013) linear model between service quality  
satisfaction  loyalty, and adds the most widely accepted antecedents to the construct of bank 
loyalty. Such a re-conceptualisation and empirical test were required, as there is divided academic 
opinion as to the effects of these antecedents on customer satisfaction and loyalty in a high-
information environment where consumers now perceive lower switching costs. Furthermore, it 
examines these antecedents in the Australian retail banking market, addressing the key research 
questions. Lastly, through the use of multigroup analysis, product type is tested as a key moderating 
variable. The banking product types are categorised into low-involvement and high-involvement 
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products. The study uses a quantitative approach and elicited had 416 responses to a web-based 
survey, 275 in low-involvement product categories and 141 in high-involvement.  
Contributing to the literature, the model tested confirms the relationship between service quality, 
satisfaction and loyalty as well as confirming the antecedents to loyalty of trust, perceived value and 
commitment. The study confirms two of the most important roles in customer loyalty literature: the 
essential role of service quality in relation to satisfaction, and the undeniable role of satisfaction, 
which the results of this research showed as the most important antecedent to loyalty.  
With the use of a multigroup analysis through SmartPLS3, it was confirmed that product type does 
indeed moderate the relationship between satisfaction and loyalty and, more surprisingly, also the 
relationship between commitment and loyalty. This is the first study to identify the important role 
that product type plays in developing customer loyalty in banking. Currently, banks predominantly 
measure a client’s customer satisfaction based on the brand. This thesis proposes that banks should 
reconsider and measure customer satisfaction and customer loyalty on a product level. The findings 
illustrate that previous models of customer loyalty have been incomplete and should include 
product type.  
Unexpectedly, switching costs had very little significance as an antecedent to loyalty, contradicting 
established knowledge in the field. This is an important finding of the study and further research is 
required to explore this finding in more depth.  
Additionally, in order to simplify how a bank requests information from its customer base with 
questionnaires, the study confirms the use of a reduced five-item scale (SERVQUAL) rather than a 
traditional 22-item scale for the evaluation of service quality in the retail banking field. The literature 
supports the original 22-item SERVQUAL scale; however, these findings indicate that a five-item 
scale can be used, which would save time and money for banks and their customers. 
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The study is the first research to test the importance of product type when developing customer 
loyalty frameworks and not only adds to the present knowledge base but also has practical 
implications for bank branding and advertising campaigns. The study re-confirms the importance of 
service quality and satisfaction and opens up a new area of study not only for banks but for any 
service providers to continually investigate how customers make their decisions and whether 
product types affect these decisions more perhaps than the organisation itself.  
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Chapter 1: An introduction to the research and thesis overview 
1.1 Introduction  
Retail banking is an enormous industry in Australia, commanding almost 3 percent of total GDP, with 
$36.5 billion in earnings exclusively for Australia’s top four banks, and employing over 165,000 
employees nationwide, or 2.5 percent of Australia’s workforce (ABS, 2017). Not only is it already a 
strong force in the overall GDP of the country, but it is forecast to continue growing. With the 
deregulation of banks and increasing competition, the industry must focus on different ways to keep 
its customer loyal. This thesis examines customer loyalty in a retail banking context, with key 
marketing implications for banks.  
Australian banking is in a key space of bank profitability and growth while, at the same time, the 
power of the consumer is strong, with vast amounts of information available to consumers through 
the Internet. Consumers can now reach more readers than Newsweek with a single blog (Sernovitz 
et al., 2009). One negative post can reach thousands, if not millions, of consumers in just a few 
minutes. 
Considerable research has concluded that customer loyalty is one of the most important 
components of a financial institution’s profitability (Reichheld et al., 2000, Al-Hawari and Ward, 
2006, Hallowell, 1996), but no research has demonstrated whether or not product type plays a role 
in this loyalty. This research determines the importance of product type as a moderating variable to 
customer loyalty and explains which antecedent variables are affected by low-involvement and high-
involvement product types. Banks should focus not only on their customers but on the products that 
they use. This study focuses on Australian banks and their customers and addresses an identified gap 
in the field by investigating product type in retail banking in relation to customer loyalty in Australia. 
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1.2 Marketing decision makers  
Bank marketing decision makers are responsible for a broad range of marketing goals, from product 
design and features to budgetary concerns in advertising (Lovelock and Patterson, 2015). Given that 
bank offerings are almost identical (Lovelock and Patterson, 2015), marketing decision makers are 
charged with the task of differentiating their bank from their competitors. Furthermore, they are 
responsible for coordinating and enforcing brand guidelines and standards across departments and 
business lines (careertrend.com) as well as generating new ideas and marketing campaigns. As an 
example of a bank marketing decision maker, the marketing manager is also responsible for the 
design and implementation of targeted marketing strategies to further develop the brand.  
This thesis is an important research tool for current and future marketing decision makers, given 
that it examines a new area of research and can guide these decision makers to change advertising 
campaigns based on product types. It is important to understand some of the marketing decision 
makers at banks. Table 1.2.1 illustrates an example of an advertisement for a marketing manager 
within one of the top four banks in Australia and exemplifies the diverse nature of marketing 
decision makers within a bank and the importance of all areas of marketing and helps support the 
need for this research. 
Table 1.2.1 The role of the marketing manager 
The role of the Marketing Manager provides first class communication and marketing solutions for 
the bank. It delivers the tactical yet important activities which build and maintain the bank’s 
reputation through media (traditional and digital), with customers and key stakeholders. 
  
The role coordinates communication activities, including media liaison, leadership communications 
(e.g. speeches, presentations) and strategy development. The Marketing Manager will assist to 
manage issues and carry out any special communications projects as required. They will also assist 
at times with sustainability initiatives and reporting. 
  
The Marketing Manager is responsible for developing and executing targeted marketing strategies 
to build the brand. This includes developing customer segmentation strategies, managing 
advertising and sponsorship, overseeing branding and ensuring collateral supports the business. 
The Marketing Manager manages customer and media events.  
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Brand Develop and manage targeted campaigns and 
initiatives that raise Westpac’s brand awareness 
amongst target customer segments in the Pacific. 
Ensure consistent messaging and branding across all 
activities. 
Marketing collateral and campaign Develop and execute marketing collateral to support 
business objectives. 
Design and deliver innovative marketing products and 
campaigns, with emphasis on digital channels. 
Media management  Proactive and reactive media engagement for media. 
First point of contact for media representatives. 
Assist with issues management, including during 
incidents/emergencies. 
Embed and monitor Westpac Group media, speaking 
and social media policies. 
Job skills and requirements Minimum 5 years relevant industry experience; 
Strong influencing and stakeholder engagement skills; 
Channel management and development;  
Digital marketing expertise; 
Advanced written and verbal communications, and 
storytelling ability; 
Innovation in communications delivery; 
Strong creativity. 
Education Bachelor’s Degree in Marketing, MBA preferred.  
Adapted from: https://au.indeed.com/ 
1.3 Customer loyalty in retail banking 
Customer loyalty continues to be of great importance to both researchers and marketing decision 
makers and remains one of the top objectives, if not the top objective, for most service 
organisations (Nyadzayo and Khajehzadeh, 2016). Loyalty remains a company’s top asset 
(Kandampully et al., 2015) due to the fact that loyal customers tend to switch companies less often, 
will buy more products at higher prices, will market the products to their friends and families and 
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drive higher company profits (Reichheld et al., 2000, Evanschitzky et al., 2012). ‘Customer loyalty not 
only ensures repeat purchases and positive publicity with greater value in terms of reliability, it also 
leads to a host of other significant benefits such as cross-buying intentions, exclusive and priority 
based preference to the company and its products/services, greater share of wallet and so on which 
provide a competitive edge to the company’ (Kumar and Srivastava, 2013, p. 139).  
Customer loyalty has been one of the most important concepts in banking literature in the last few 
decades, although loyalty in all businesses has been studied for the better part of the last century. 
What began as an interest in consumer behaviour in a retail setting (Copeland, 1923) evolved into a 
much broader concept, including not only behavioural components but also attitudinal components 
marked with many antecedents, not always linear in relationship. Initially customer loyalty was 
thought to be unsophisticated and was defined as ‘a simple biased choice by a customer’ (Tucker, 
1964). However, as the exploration of loyalty progressed, it was revealed how challenging it was to 
define. Whilst no two industries are the same and no two customers are the same, themes emerged 
and continue to emerge, allowing businesses to support consumers’ needs and to work towards 
keeping them not only satisfied but loyal.  
Regardless of an organisation’s industry, keeping customers satisfied is a goal many businesses strive 
to achieve. Keeping them loyal, however, is an endless challenging construct that goes far beyond 
simply keeping customers happy. Given that the choice and/or use of many banking products can be 
highly emotional, retail banks have an even larger challenge to keep their customers loyal. Customer 
loyalty can achieve many things, such as repeat business, word of mouth referencing to friends and 
family, and an increase in wallet share (Reichheld et al., 2000, Anderson, 1998, Nguyen and McColl-
Kennedy, 2004).  
However, service industries are consistently competing in an environment characterised by 
increasing customer awareness and expectations of quality (Lewis, 1991). When customers are 
entrusting their finances, their homes or their businesses to an outside entity, emotions and 
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expectations can run high. Additionally customers who are loyal might pay more, spend more and 
resist switching more (Evanschitzky et al., 2012). 
1.4 Banking as a service industry: The link to customer loyalty 
When dealing with a service, it can be difficult to evaluate consumer satisfaction or loyalty due to 
services’ intangibility, inseparability, variability and perishability (Armstrong et al., 2018). However, 
there may be more opportunity for loyalty to exist within service organisations because of their 
personal nature (Gremler and Brown, 1999). This opportunity is especially relevant for financial 
services, as customers are highly attached to their finances. Given the right setting, creating early 
loyalty can promulgate a long-term profitable relationship for both customer and bank (Reichheld, 
1996). 
In service industries there are many variables that could potentially affect the customer’s 
satisfaction: location, services provided, queues, fees, customer service and even the mood the 
customer is in when they use the service (Fornell, 1992, Oliver, 1997). It is clear that service 
organisations target the customer through television, newspaper and magazine advertising. Not only 
do they advertise to the individual client on a personal basis, but most structure their mission, vision 
and value statements around them. Service organisations attempt to seek out their individual 
customers to enhance their personal relationships in the hope of increasing their loyalty.  
Service industries rely heavily on customer loyalty, as previous research indicates a direct 
relationship between profits and customer loyalty (Reichheld et al., 2000, Jones and Farquhar, 2007, 
Sheth and Parvatiyar, 1995). There is also significant research that suggests a relationship exists 
between customer loyalty and overall business performance (Sheth and Parvatiyar, 1995, Reichheld 
and Aspinall, 1993). Reichheld et al. (2000) also reached the conclusion that it typically costs about 
five times as much to acquire a new customer than it does to retain a current one. This places 
pressure on organisations to retain their current customer base and keep them satisfied.  
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1.5 Background to Australian financial services  
In Australia the Australian Prudential Regulation Authority (APRA) regulates the entire financial 
services industry. The role of APRA is to ‘oversee banks, credit unions, building societies, general 
insurance and reinsurance companies, life insurance, friendly societies, and most of the 
superannuation industry’ (APRA, 2017) . APRA is funded mainly by the financial services industry. 
In 2017, Australia’s GDP was $1.69 trillion (ABS, 2017), of which the services sector comprised 
61 percent, making it the largest contributor to Australia’s national output. The top four Australian 
banks – Australia and New Zealand Banking Group (ANZ), the Commonwealth Bank 
(Commonwealth), National Australia Bank (NAB) and Westpac – had earnings of $36.5 billion (PWC, 
2017). Bank profit sat at 2.9 percent of total GDP, giving Australia the highest bank profit to GDP 
ratio of any country in the world (Commission, 2017a). Australia has been enjoying a long run of 
economic growth and currency stability, which is one of the macroeconomic objectives in the 
country (OECD, 2017). 
As of 2017, there were 35 Australian owned banks, seven foreign banks, three building societies and 
54 credit unions. Of these banks, only four control around 85 percent of the mortgage sector and 
manage close to 75 percent of the total deposits (APRA, 2017). These banks are commonly known as 
‘The Big Four’: the Commonwealth Bank, National Australia Bank (NAB), Westpac, and the Australia 
and New Zealand Banking Group (ANZ) Bank. This study focuses on the top four banks in Australia, 
since they have almost identical product offerings and have the largest market share.  
1.6 Australian consumer sentiments and the destruction of the modern bank 
 image 
The Global Financial Crisis damaged the already fragile consumer sentiment for banks in 2008 and 
2009 (Baumann et al., 2012), as consumers had already begun multi-banking (Lam et al., 2004). 
Because of this, it has been argued that for ‘all financial institutions, better understanding customer 
 
Chapter 1: An introduction to the research and thesis overview 
25 
loyalty and its indicators, and being able to predict future intentions has arguably become crucial’ 
(Baumann et al., 2012, p. 149). 
The 2008 Global Financial Crisis caused a global disillusionment with banks. The knowledge that the 
American banks were selling knowingly sub-prime loans to consumers and then packaging them as 
securities to a number of global banks only intensified trust issues with governing bodies such as the 
Securities and Exchange Commission (SEC). Globally the impact of the crisis was US$7.5 trillion 
(Tripp, 2015). 
Australia did not enter into a recession, unlike other Western economies, and this reminded 
Australians of the importance that trust plays in an economy as ‘authorities have aimed to preserve 
trust through these troubled times with measures such as providing liquidity support to banks and 
assuring that robust deposit insurance schemes remain in place to stave off bank runs and safeguard 
financial stability’ (Fungáčová et al., 2016, p. 5). 
Australian banks have recognised the importance of trust in their relationship with consumers and 
there is more they can do to re-establish and reinforce it (PWC, 2016). In 2016, trust was still a major 
issue on the minds of banking citizens throughout the world, with only 54.5 percent indicating they 
had trust in their main bank; the Asia-Pacific was the region with the lowest reported percentage, 
with 47.6 percent showing trust (Bose and Bastid, 2016). Surprisingly, trust, although a factor, was 
not the main factor to establish loyalty, according to this research. These results are discussed in 
detail in section 8.4. 
1.6.1 The 2017 Royal Commission into Misconduct in the Banking, Superannuation and Financial 
Services Industry and the social media fallout 
Whilst this study was conducted prior to the Royal Commission, established by the Governor-
General of the Commonwealth of Australia into all financial services in Australia, it makes its 
implications all the more significant. The Royal Commission is examining all financial services, 
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including banks, credit unions, superannuation and insurance companies, for misconduct (2017b). 
The investigation was launched after numerous complaints from consumers about unethical 
practices. Although the investigation spans all financial institutions, the ones making the majority of 
the headlines are the top four banks (Commonwealth, ANZ, NAB and Westpac). 
The final results of the enquiry will not be available until 2019; however, some details relating to 
gross misconduct and illegal activities of the top four banks have already emerged. Table 1.6.1.1 
gives a glimpse of some of the preliminary findings of the royal commission (Chau and Clark, 2018). 
Table 1.6.1.1 Preliminary enquiry findings for the top four banks 
The Commonwealth Bank Illegal practices, forging clients’ signatures, overcharging of fees 
The ANZ Bank Potentially broken the law with misuse of overdraft fees, breaching 
the Bankers Code of Practice and mistreating farmers 
Westpac Bank Has been struggling to defend its record keeping and unethical 
practices 
NAB Numerous failings of the bank to act fairly, reasonably and ethically 
(Chau and Clark, 2018) 
Despite the negative press and preliminary findings, financial investors remain positive. David Ellis 
(2018, p. 1) explains: ‘I don’t consider the royal commission, or potential outcomes from the royal 
commission, will have any impact on the underlying fundamentals of the four major banks, and in 
particular, I don’t see the wide economic moats being diminished in any shape or form. I see the 
banks’ strong competitive advantages retained.’ Stock prices have reflected similar sentiments, with 
the top four banks being within a few percentage points of where they were prior to the 
investigation. 
However, social media has seen a negative backlash from the investigations, with all four banks 
receiving harsh criticism on their social media platforms. Table 1.6.1.2 gives examples of some of the 
comments left on the banks’ official Facebook pages. 
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Table 1.6.1.2  Social media backlash 
Facebook page Date Comments 
The 
Commonwealth 
Bank  
13/05/2018 From user: Ype Albertus Zee: ‘My daughter Netty Zee and i 
(SIC) decided to save her mum Carmen Zee from the terrorist 
promoting clutches of the commonwealth bank and switched 
her accounts to another bank. The flowers and barbeque to 
celebrate was awesome. The relief she felt was even better 
than the gallbladder operation.’ 
Westpac 24/07/2018 From user: Shane Tapper: Hi Westpac ... tell me something, 
how can you gouge my pensioner parents with account 
keeping fees, AND transaction fees on an old cheque account 
for 20+ years. You pray (SIC) on those most vulnerable in 
society. Only last week I noticed that you have been charging 
– sometimes almost $35 a month, in account and transaction 
fees on their old cheque account. Never thought it important 
to inform them??? You have seen a pension go in their 
account fortnightly for almost 20 years – and you don't notify 
them??? SHAME ON YOU!!!!!’ 
NAB  19/07/2018 In response to NAB’s campaign ‘Talk to yourself about what 
you really want’, user Max posts: ‘After a period of intense 
reflection, I've realised what I really want is kickbacks for 
referring customers to you, without the hassle of being a 
qualified financial advisor. Can you help me with that? I hear 
you’re the experts. 
https://www.theguardian.com/.../banking-royal-
commission ...’ 
ANZ 13/07/2018 In response to a Facebook post about ANZ sponsoring Hot 
Shots, a user named Vic Murray replied with: ‘Another ANZ 
gimmick to try and look like good citizens, whilst treating 
existing loyal customers like dirt. Try fixing up your internal 
customer relations first before trying to get more customers 
that you are only going to burn.’ 
 
1.7 Bank advertising and potential implications for marketing decision makers 
There are already shifts in the advertising campaigns for the main banks as the Royal Commission 
reaches its final stages. The marketing decision makers of the big four banks have an enormous task 
in front of them once the final results are in, as they will have to rebuild trust and differentiate their 
institutions from the smaller banks and credit unions to convince consumers to choose them over 
the banks which have not made headlines. 
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The Commonwealth Bank came up with an advertising campaign aimed at differentiating its bank 
from others with its CAN campaign (Lovelock and Patterson, 2015) prior to the investigation and it is 
still utilising this campaign. On its website the bank claims that it is making changes and trying to 
make things better for its customers.  
Westpac has responded to current allegations in the media and from the Royal Commission by 
launching a new advertising campaign aimed at tugging at the heart strings of Australians, with 
David Bowie’s lyrics ‘We Can Be Heroes’ playing alongside video clips of Australians helping others 
on the iconic Sydney Harbour Bridge, saving someone from drowning and helping a disabled 
basketballer. 
In 2018 NAB began a Talk to Yourself campaign asking Australians to ask themselves what they really 
want out of life. Chief Marketing Officer Andrew Knott says the ‘campaign aims to encourage 
Australians to take action and reflect on what’s important in their lives’ (Ricki, 2018). The campaign 
includes Australians as well as real NAB employees on their journey to discovery. ANZ continues to 
use ad slogans such as ‘Get on top of your money’, aimed at showing how quick and easy it is for 
Australians to manage and use their money. 
It is clear that many banks have already responded to consumers by marketing to their emotions and 
attempting to rebuild some of the trust which may have been lost. Consumers are fairly in the dark 
about how the banks will be punished, if it all, and how this will impact them. The challenge will be 
for the marketing decision makers to disseminate any adverse findings without further damaging the 
brand – rather, rebuilding it. 
1.8 Research gaps, objectives and research objectives 
This thesis is specifically focused upon the understanding of customer loyalty in a retail banking 
context. It has international as well as domestic implications. The thesis completes a critical review 
of the customer loyalty literature specific to the retail banking industry. It then identifies the main 
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antecedents and interaction variables tested in this landscape. A tabulation of all constructs is 
located in the literature review. However, the most researched antecedents in retail banking found 
were: 
Satisfaction (Beerli et al., 2004, Pont and McQuilken, 2005, Lewis and Soureli, 2006, Nadiri 
et al., 2009, Coelho and Henseler, 2012, Baumann et al., 2012, Dagger and David, 2012, de 
Matos et al., 2013, Kumar and Srivastava, 2013, Lau et al., 2013, Lee and Moghavvemi, 2015, 
Al-Msallam, 2015, Ngo Vu and Nguyen Huan, 2016, Bapat, 2017), 
Service quality (Lee and Cunningham, 2001, Lewis and Soureli, 2006, Nadiri et al., 2009, 
Coelho and Henseler, 2012, Picón-Berjoyo et al., 2016), 
Switching costs (Lee and Cunningham, 2001, Beerli et al., 2004, Dagger and David, 2012, de 
Matos et al., 2013, Picón-Berjoyo et al., 2016), and 
Perceived value (Roig et al., 2006, Lewis and Soureli, 2006, Coelho and Henseler, 2012, 
Picón-Berjoyo et al., 2016). 
Also found in the literature were other constructs such as trust (Lee and Moghavvemi, 2015, van 
Esterik-Plasmeijer and van Raaij, 2017a) and commitment (Morgan and Hunt, 1994, Bendapudi and 
Berry, 1997, Dick, 2007, Fullerton, 2003, Nyadzayo and Khajehzadeh, 2016) but no studies to date 
have used product type as a moderator to loyalty. The closest investigation was by Pan (2012) et al., 
who did moderate their loyalty framework with product type but used purchase cycle as a 
classification for the products. This study aims to use high-involvement and low-involvement 
products to determine a moderating effect on the model. It proposes that product type should be 
added to more models when evaluating the relationship between customer satisfaction and 
customer loyalty and the relationship between its antecedents. 
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Another potential gap exists in the regional coverage of the literature. Of the customer loyalty 
literature reviewed in Chapter 2, 81 percent was conducted in either Europe or Asia. The Australian 
bank market shares many traits with European and Asian bank markets but there are also 
considerable cultural, behavioural and attitudinal differences within those regions. For instance, 
consumers in Eastern cultures tend to select products based on prestige and Western cultures more 
on attributes such as service quality (Kandampully et al., 2015). This work addresses this gap by 
creating a research study aimed directly at the Australian context. 
The underpinning theory and model for this study is the service quality  satisfaction  loyalty 
relationship found in Lau et al.’s (2013) investigation of the retail banking market in Hong Kong. The 
results of the study validated the service quality  satisfaction  loyalty relationship like many 
before it and found that satisfaction is moderated by perceived value. Moreover, although 
commitment and trust were not directly tested, the study evaluated them through the five 
dimensions of service quality. The study confirms the top antecedent variables and constructs in the 
retail banking literature. 
Furthermore, Lau et al. (2013) did not add switching costs to their model; therefore, this study 
creates additional viewpoints in which to test the re-conceptualisation of the model: (1) testing the 
model in the retail banking industry in Australia, (2) adding switching costs to the model, (3) testing 
the strengths of the relationships between the independent variables and loyalty, and lastly (4) 
adding product type as a moderating variable. In an attempt to address the aforementioned gaps in 
the literature, the following objectives were formed. 
Research objective 1 
To determine if customer loyalty in banking services changes based on product type and level of 
involvement.  Specifically, the study explores whether product involvement has a moderating effect 
on the satisfaction–customer loyalty relationship in the Australian retail banking market. 
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Research objective 2 
To critically examine the customer loyalty literature to support the re-conceptualisation of Lau et 
al.’s (2013) model, adding the antecedent roles of perceived value, satisfaction, trust, switching costs 
and commitment in relation to customer’s loyalty in the Australian retail banking market. This work 
posits that this re-conceptualisation is a more wholly adapted model for the modern Australian 
banking market.  
Research objective 3 
To provide a clearer understanding of the drivers of service quality, loyalty, satisfaction and 
customer behaviour to marketing decision makers in banks, in relation to product and policy 
development. 
1.9 Methods 
The study takes a quantitative approach and utilises an online questionnaire given to a pre-
determined panel. In order to secure an online panel, the researcher used Survey Sampling 
International (SSI). SSI is a US based company with operations throughout the world. The study 
partnered with the Sydney based office of SSI. The questionnaires were given to the pre-determined 
Australian panel online and responses were set up with Likert-type scales from 1–5 (strongly 
disagree to strongly agree). The survey was designed in Qualtrics and data exported and analysed 
with SPSS, Excel and SmartPLS. 
The study divides the survey respondents into two groups (high-involvement and low-involvement). 
These two groups are customers who use high-involvement product types, which this study classifies 
as superannuation accounts, and low-involvement product types, which this study classifies as 
transaction and savings accounts. Further discussion on how the accounts were classified is 
presented in section 4.3.3.  
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1.10 Overview of the thesis 
The thesis contains eight chapters. 
Chapter 1 is the introduction and includes the justification and motivation for the study. 
Chapter 2 is the literature review and contributing theoretical models. 
Chapter 3 includes a broader scoped literature review and details the original conceptual models 
and how the new model was formed.  
Chapter 4 includes the model and hypothesis development. 
Chapter 5 reviews the methodology approach taken and the questionnaire design. 
Chapter 6 details the model specifications. 
Chapter 7 assesses the structural model results. 
Chapter 8 concludes the thesis with the overall study results, managerial and theoretical implications 
and directions for further research. 
1.11 Chapter summary 
This work’s contribution is significant on a managerial level in retail banking, as it may realign a 
bank’s marketing campaign towards their branding and bundling opportunities with high-
involvement and low-involvement product types. Additionally, findings from this study could provide 
useful frameworks for other service industries that offer more than one product type. It may inspire 
further research into the loyalty effects of product type in business-to-business situations. 
Academically, the study contributes to the expanding knowledge base of customer loyalty in 
banking. It will contribute to a better understanding of what makes a customer truly loyal to their 
bank and potentially add to existing customer loyalty theoretical frameworks. 
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As more is understood about the relationship between product type and loyalty, this research study 
identifies potential areas of strengths and weaknesses for businesses and enables them to shift their 
focus to attract increased customer loyalty. The following chapter reviews the relevant literature on 
customer loyalty in the financial services sector.  
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Chapter 2: Literature review: Customer loyalty in the financial 
services 
People stay in relationships for two main reasons, because they want to or 
because they have to. 
(Johnson, 1982, p. 52-53) 
 
2.1 Introduction 
The previous chapter discussed the context of the research, the background to the study, consumer 
sentiments and the statement of research objectives. This chapter builds on the previous chapter by 
discussing the relevant theoretical foundations in the literature, specifically in the financial services 
industry. Firstly, the chapter gives an overview of the relevant research on customer loyalty in the 
financial industry. Secondly it discusses the establishment of the satisfaction–loyalty link which 
underpins this study. This is followed by a critical assessment of service quality, its five dimensions 
and their applicability to loyalty in the financial services. Then the key contributing models to the 
thesis are discussed, followed by a re-identification of gaps in the literature.  
2.2 Loyalty in the financial services  
Customer loyalty is one of the top researched terms in the marketing literature. Earlier studies from 
researchers such as Cunningham (1956) and Tucker (1964) viewed loyalty as only behavioural – a 
repurchase or word of mouth recommendation – but the research quickly evolved to include a new 
concept, attitudinal loyalty (including involvement and commitment), which became the second 
dimension of customer loyalty (Dick and Basu, 1994, Day, 1976). Without investigating attitudinal 
elements of customer loyalty, modern studies would be incomplete. 
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Customer loyalty is a construct which is becoming progressively important to the financial industry 
due to global disillusionment with banks, substantial fees of doing business and increased 
competitiveness of large aggregate banks (Reichard, 2016, Hall, 2012). An additional issue is that 
customers are having trouble differentiating between banks due to similar products and mergers of 
providers (Candler, 2005). All products which a bank offers are closely related to their customers, 
which create a consumer base that is more involved and expectations that are much higher than for 
other services (Lee and Moghavvemi, 2015). 
Since a bank does not produce a physical product, but rather offers services to its customers, banks 
are considered to be part of the service industry. Whilst customer loyalty can be defined against a 
broad range of goods and services, it is important to drill down to individual segments to review 
what it means in terms of banking specifically. Since the majority of banks offer similar products, 
such as savings accounts, term deposits and mortgages, they are left to fight for loyal customers 
simply through their services.  
Earlier studies classified banking as being a high-involvement industry, with consumers measuring 
their own level of service quality against physical encounters and one-on-one support they would 
receive (Arasli et al., 2005). Whilst more modern research acknowledges that banking can still be a 
high-involvement industry for certain products, Internet and mobile phone banking can make some 
products devoid of human interaction, with most problems easily being rectified through online 
support. This modernisation of banking can make it more difficult for a customer to form meaningful 
relationships with their bank (Heaney, 2007). 
For loyalty to exist between a customer and their bank, a customer must make a conscious decision 
to continuously use their bank (intention), even though they have the choice of others (Onditi, 
2013). In a limited definition of loyalty in a retail bank context, customer loyalty may be defined as a 
‘biased behavioural response expressed over time, by some decision-making unit with respect to 
one bank out of a set of banks, which is a function of psychological processes resulting in brand 
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commitment’ (Bloemer et al., 1998, p. 277). These researchers used this definition in their 1998 
empirical study on banking customers in the Netherlands. Although their research found a strong 
correlation between reliability and loyalty, the loyalty definition used was weak and lacked 
theoretical support of other service loyalty definitions. This study had 2,500 responses from retail 
banking customers from one large bank located in the Netherlands. The researchers questioned 
each customer about bank image, quality perception, satisfaction and loyalty. Their main finding was 
that reliability played a vital role in customer loyalty and they recommended retail banks invest in 
continuous learning and training of their employees in order to deliver the most reliable service to 
their customers. They also found that, whilst satisfaction plays a pivotal role in determining loyalty, it 
must not be the only variable considered, as this approach could overlook ‘other important drivers 
of loyalty’ such as reliability, efficiency and bank image (Bloemer et al., 1998).  
Building on Bloemer’s (1998) framework, researchers in Spain investigated key factors that would 
influence customer loyalty in retail banking and found that their conclusions correlated with those of 
Bloemer in that satisfaction can be regarded as an antecedent to loyalty (Beerli et al., 2004). The 
study was conducted with customers of the six largest banks, and the bank customers (with 
characteristics such as age, race and education) were selected proportional to those of the general 
population in the area. As in the above study, the researchers performed an empirical analysis using 
structural equation modelling and administered 576 questionnaires using Likert-scale response 
options. Their methods used sound sampling and measuring instruments from tried and tested 
sources such as Berne (1997) (loyalty scales and brand loyalty), Oliver (1999) and Fornell’s (1992) 
scale to evaluate customer satisfaction. Through their investigations they were able to successfully 
validate three of their hypotheses: (1) the greater the customer satisfaction, the greater the 
perceived quality, (2) both satisfaction and switching costs are antecedents to customer loyalty, and 
(3) satisfaction is an antecedent to perceived quality. Through the study, the researchers were able 
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to classify both satisfaction and perceived quality as antecedents to customer loyalty; however, 
satisfaction must exist first in order for there to be perceived quality.  
Supporting both of the studies mentioned above, in 2001, researchers studied two service 
organisations, a bank and a travel agency in a large metropolitan area. They issued questionnaires in 
person and were able to collect data from 165 customers. Their findings were that service quality 
had a very strong impact on customer loyalty, as did specific knowledge of a customer and suitability 
(Lee and Cunningham, 2001). In conclusion, they found that customer loyalty to banks and travel 
agencies was an absolutely ‘vital element’ for companies’ profitability and growth (Lee and 
Cunningham, 2001). 
By contrast, Lewis and Soureli (2006) explain that loyalty for customers and their financial 
institutions can be measured by how long the customer has been with their bank, how many of the 
bank’s offerings are used or have been used, and how often the customer uses those services. To 
investigate customer loyalty further within banks, the intention of the consumer to re-patronise the 
bank and the consumer’s willingness to recommend the financial institution to others should also be 
considered (Lewis and Soureli, 2006).  
2.2.1 The loyalty-satisfaction link in retail banking 
The role of satisfaction in banking loyalty is well established, but the link is not a simple linear 
relationship. Whilst satisfaction is an essential component of any banking loyalty matrix, it is 
important not to rely on this relationship on its own. Researchers began understanding that the 
satisfaction-loyalty relationship is complex and can only truly be measured if mediating constructs 
are also investigated (Lau et al., 2013, Picón-Berjoyo et al., 2016). Therefore, banks which offer 
individualised, customised plans or products or services for their customers will benefit the most, as 
this will increase a customer’s satisfaction (Coelho and Henseler, 2012). ‘Banks must identify 
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potential customers, determine their needs, and then develop and deliver products and services to 
meet their needs effectively’ (Lau et al., 2013, p. 275).  
However, Coelho and Henseler (2012) warn that this customisation approach is only useful to the 
loyalty relationship if strong levels of trust already exist and still the most effective way to increase 
loyalty is by increasing satisfaction. They also argue that customisation has a much more consistent 
and stronger positive influence on a consumer’s bank evaluation than special treatment benefits, 
which can be fairly inconsistent (Coelho and Henseler, 2012). 
For instance, a customer having greater involvement with the bank and stronger service 
relationships strengthens the relationship between satisfaction and loyalty (Dagger and David, 
2012). If a customer who is already involved with the bank feels that they are given special 
treatment, this in turn strengthens the satisfaction-loyalty relationship (Dagger and David, 2012). 
Conversely, if a customer feels that they are locked into a bank and the costs are too high to switch, 
this can have a negative effect on the relationship (Picón-Berjoyo et al., 2016).  
2.2.2 The service quality – loyalty relationship  
Since the inception of easy online shopping for banking products, ‘branch banking has evolved from 
a transactional to a sales and service focus’ (Bapat, 2017, p. 178). Parasuraman et al’s (1988) 
SERVQUAL has been confirmed in many studies to directly influence a customer’s banking loyalty 
specifically through satisfaction (Lau et al., 2013, Picón-Berjoyo et al., 2016). Each of SERVQUAL’s 
five dimensions has been widely applied to banking studies (Lewis and Soureli, 2006, Coelho and 
Henseler, 2012, Ngo Vu and Nguyen Huan, 2016) and their applicability confirmed. These five 
dimensions are tangibility, responsibility, reliability, assurance and empathy. 
Lee and Cunningham (Lee and Cunningham, 2001) found in their banking and travel agent study that 
service quality had a strong impact on service loyalty and was consistent with both industries. They 
tested the relative importance of the five SERVQUAL dimensions and found, surprisingly, that all 
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dimensions had influenced quality except for tangibles, which when further examined was thought 
to be because customers were not rating their banks’ physical appearance in terms of evaluating 
their quality (Lee and Cunningham, 2001). Reliability and responsiveness, however, in the banking 
industry were rated the top dimensions. Supporting Lee and Cunningham, two Pakistani researchers, 
Khan and Fasih (2014), found that, for banks, service quality and all of its dimensions have a 
substantial and positive effect on customer loyalty. In a similar study investigating HSBC customers 
in Hong Kong, Lau et al. (2013) found that the five dimensions of service quality conclusively 
influenced customer loyalty through satisfaction, with assurance being the most important and 
empathy being the least. The HSBC consumers felt confident in the bank and their products 
(assurance). They did not interact with bank representatives as much, so empathy was the weakest 
dimension, but it still had a positive influence. 
Supporting previous research, Lee and Moghavvemi (2015) investigated SERVQUAL dimensions in a 
retail banking study in Malaysia. They were able to conclusively endorse that SERVQUAL dimensions 
had a positive effect on loyalty. Through an extensive review of the literature, service quality has 
emerged as a strong construct in the retail banking industry. 
2.3 Key investigations  
Table 2.3.1 identifies the relevant antecedents and consequences of customer loyalty and 
satisfaction in the service literature. The results from the table helped with the formation of the 
constructs investigated in this study. 
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2.4 Contributing theoretical models  
The following theoretical models are a part of the key investigations in Table 2.3.1 into loyalty, 
specifically in the financial services sectors, which help underpin the study.  
Lewis and Soureli (2006) investigated many different antecedents and interactions between them 
and loyalty in their Greek retail banking study. Their study confirmed that satisfaction, image and 
value had a direct effect on loyalty whilst service quality and interpersonal relationships had an 
indirect effect through satisfaction and service quality. This framework was essential in laying the 
initial ground work of the study and, although it has evolved over time with more recent 
investigations, it remains an important framework to this study.  
 
(Lewis and Soureli, 2006) 
Dagger and David (2012) proposed in their study that the customer satisfaction–loyalty link is not 
simple and requires other indicators that may affect the strength of that relationship. Their study 
adds involvement, switching costs and perceived relationship benefits as having an influence on the 
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strength of the relationship between satisfaction and loyalty. They confirmed that the higher the 
perceived switching costs, the greater the negative influence over customer loyalty. This framework 
is important to the overall study, as it helped illustrate the importance that factors such as switching 
costs have on loyalty formation. 
 
(Dagger and David, 2012) 
The following framework created by de Matos et al. (2013) added switching costs as an antecedent 
to the model, with the researchers confirming through their Brazilian retail banking study that 
switching costs reduced the effects of customer satisfaction on loyalty and that switching costs had a 
direct effect on loyalty. This framework helped with the overall study by adding switching costs as an 
antecedent to loyalty. 
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(de Matos et al., 2013)  
Ngo Vu and Nguyen Huam (2016) used the following framework in their investigations into the 
Vietnamese retail banking sector. Their findings confirmed the model that customer satisfaction had 
a direct link to customer loyalty but also acted as a mediator between service quality and customer 
loyalty. The results of this study helped confirm the use of customer satisfaction as an antecedent 
and as a moderator between service quality and customer loyalty. 
 
(Ngo Vu and Nguyen Huan, 2016) 
The framework propsed by Picon-Berjoyo et al. (2016) is important, as it tested the use of the 
multigroup analysis using SmartPLS not only in retail banking but also with perceived value, 
switching costs and satisfaction in relation to loyalty. The success of the study is important to this 
research, as it exemplified using the research methods suggested and determined the need to add 
perceived value and switching costs to the overall model.  
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(Picón-Berjoyo et al., 2016) 
Bapat (2017) explored the relationship between customer satisfaction and customer loyalty in a 
multi-channel environment within a retail bank in India. The formal findings illustrated that service 
quality was indeed an antecedent to customer satisfaction and this satisfaction also positively affects 
customer loyalty. This study helped lay the ground work for adding customer satisfaction as a 
moderator between service quality and customer loyalty.  
 
(Bapat, 2017) 
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A retail banking study in the Netherlands concluded that trust was a strong predictor of loyalty in 
retail banking and, of this trust, the most important component was integrity (van Esterik-Plasmeijer 
and van Raaij, 2017a). This is an important finding for banks and therefore helped lay the ground 
work for this study to add trust as an antecedent to loyalty.  
 
(van Esterik-Plasmeijer and van Raaij, 2017b) 
Although these are not the only frameworks which underpin this study, they are some of the 
contributory ones which were worthy of discussion.  
2.5 The financial benefit of having loyal customers 
A loyal and satisfied customer can be translated into dollars and cents, as the construct can be linked 
directly to profits (Anderson et al., 1994), market share, disposition of a consumer to pay a higher, 
more premium price (Reichheld, 1996) and retention rates (Rust and Zahorik, 1993). Other studies 
have shown a direct impact of customer satisfaction on a company’s bottom line – for instance, a 
Swedish banking study by Anderson et al. (1994) found that customer satisfaction had a positive 
effect on market share. The realisation of profits does not have an immediate effect but rather a 
subsequent one, as it is a long-term investment. Compared to non-loyal customers, loyal customers 
may express lower price-sensitivity or be willing to pay more or a premium in a desire to stay in a 
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relationship with their preferred provider (Kandampully et al., 2015). A simple five percent increase 
in loyalty can bolster a bank’s profits upwards of 85 percent (Reichheld and Sasser, 1990). Loyal 
customers tend to spend more, and spend more time developing emotional bonds with their 
company, thereby deepening the relationship and decreasing the propensity to switch (Evanschitzky 
et al., 2012). 
2.6 Conclusion 
Customer loyalty is a subject which has been investigated for over a century, with many researchers 
still trying to unwrap its complexities. The extensive literature on customer loyalty in banking has not 
investigated the question of whether different product types affect loyalty. There have been 
exhaustive studies identifying what makes a consumer loyal to their bank or company but little 
research identifies product type as a moderator. For companies – specifically, financial providers 
offering a myriad of products – the challenge remains to determine whether or not the customer is 
loyal to their bank or to their product. 
Further research is needed in the area and the main purpose of this study is to investigate possible 
moderator variables in the financial services industry. Additionally, the majority of studies are based 
in Asia or America and do not automatically predict consumer behaviour in Australia. The following 
chapter takes a more chronological and holistic view of the customer loyalty concept. 
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Chapter 3: Conceptualising customer loyalty 
If we are delighting customers, eliminating unnecessary costs and improving our 
products and services, we gain strength. But if we treat customers with 
indifference or tolerate bloat, our businesses will wither. On a daily basis, the 
effects of our actions are imperceptible; cumulatively, though, their 
consequences are enormous. 
Warren Buffett on Business (Connors, 2010, p. 108)  
 
3.1 Introduction 
Whilst the previous chapter discussed the customer loyalty literature relating directly to the financial 
services sector, this chapter takes a more holistic and chronological view of customer loyalty. The 
relationship between customer loyalty and satisfaction is the main focus of this study. This chapter 
reviews significant and relevant literature examining the evolution of customer loyalty. The chapter: 
(1) reviews the chronological development of loyalty; (2) discusses and then drills down into service 
loyalty in section 3.5; and (3) concludes with reviews from the more recent and key investigations 
into loyalty. 
3.2 Customer loyalty 
Although customer loyalty has been investigated for over a century, it continues to be a focal point 
for scholars and businesses alike (Picón-Berjoyo et al., 2016) and is ‘probably one of the best 
measures of success in any organization’ (Nyadzayo and Khajehzadeh, 2016). 
In an interpersonal context, loyalty can be a type of dedication to another person, which is nurtured 
by affection and creates a deep need or feeling to continue with the relationship, even when tested 
by trying times (Kumar and Srivastava, 2013). Loyalty in a business setting can borrow its definition 
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from the personal one in some ways; however, conceptually, loyalty is a mixture of a consumer’s 
attitudes combined with purchase behaviours leading the consumer to then select one company 
over another (Watson et al., 2015). Consumer loyalty is a central idea for companies that wish to 
maintain and strengthen their relationships with customers in order to help maintain or strengthen 
their competitive advantage (Nguyen et al., 2013). 
In order to understand the concept of loyalty, it is essential to appreciate the fundamentals from the 
beginning of its academic journey. Before researchers began investigating the field of loyalty, 
businesses knew how essential it was to retain customers and keep them happy. Loyalty programs 
can be dated to the early 1700s, when American retailers were giving out tokens with every 
purchase for an additional purchase that the consumers could make at a later date (McEachern, 
2014). Such loyalty programs have since flourished and can be found in almost every industry 
operating today, from frequent flyer miles with airlines and hotels to rewards with credit cards and 
additional interest offerings on deposits with banks. The Economist (2002) reported that frequent 
flyer airline miles could be the world’s ‘second largest currency after the US Dollar’ (p. 1). 
Although the effectiveness of loyalty programs is questionable (Dowling, 2008), the initial success of 
such programs prompted further research into customer loyalty and retention.  
3.3 Early studies on customer loyalty  
Customer loyalty has three main classifications in the literature: behavioural, attitudinal and a 
combination of both (El-Manstrly, 2016). Behavioural loyalty is the physical component of a 
customer making a repeat purchase (Dick and Basu, 1994). Attitudinal loyalty investigates why a 
customer makes a repeat purchase (Oliver, 1997). 
Although brand loyalty was not mentioned until the 1940s, branding, purchase occurrence, buying 
habits and consumer attitudes were first discussed academically by Copeland in 1923. Copeland 
(1923) believed that in order for marketers to advertise their goods in the most effective way, the 
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goods had to be first classified according to what type of good they were and then their ‘brand 
insistence’ determined (known today as brand loyalty). His research allowed for a novel 
understanding of basic marketing principles. 
Realising that consumers have different buying habits for different types of goods, Copeland (1923) 
classified products into three distinct groups: convenience, shopping and specialty goods. 
Convenience goods are those which are easily accessible and easy to find, such as bread and tinned 
soup. He claimed consumers habitually purchased these goods in a location which was convenient to 
their work or home; therefore, he recommended distributors place their products in as many 
locations as possible. Almost a hundred years later these items of convenience still exist today, and 
Copeland’s theory can be seen in action in supermarkets and food outlets throughout Australia. 
Shopping goods are those for which consumers want to compare the quality and price before 
purchase: for example, quality clothing, shoes or jewellery. Again, this classification can be used 
today, as many consumers will shop around, trying on and investigating the best product and price. 
Lastly, specialty goods are those that a consumer is attracted to regardless of price, such as high-end 
furniture or cars. This category is the most important for brand recognition. This research was 
significant, as it enabled a classification of goods and a means by which marketers and businesses 
could market their goods effectively to consumers. 
Although the attitudinal components of customer loyalty did not surface until later, Copeland (1923) 
suggested that manufacturers must consider the general attitudes of consumers before allocating 
resources to brand recognition. He classified the three attitudes of consumers as: recognition, 
preference and insistence. Recognition is defined as ‘an acquaintance with the general standing of 
the brand’ – for example, if a consumer were at a grocery store looking at two tins of soup which 
were both the same price, the consumer would choose the one whose brand name they knew, if for 
no other reason than they knew the name (Copeland, 1923, p. 287). This does not signify a 
preference, merely recognition of the product. Secondly, he explains preference as the ‘brand comes 
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first in the consumer’s mind and signifies to him the quality and style that they wish to obtain’ 
(Copeland, 1923, p. 288). A consumer knows what they want, but if it is not accessible or cheaper 
alternatives are available the consumer will accept buying a different product. Lastly, insistence is 
when a consumer refuses to have anything but the brand they want. This definition would be the 
closest to a modern-day loyalty definition, without using the word ‘loyalty’. Copeland’s research was 
an important step in investigating why customer loyalty matters to firms and how loyalty differs 
among product types. 
From the 1950s through to the 1960s, advertising flourished not only to attract new customers but 
to retain the ones that businesses already had. From the launch of the Betty Crocker box top 
collection in 1929 right through to the introduction of the first gold card by American Express in 
1966, all programs aimed to keep their customers loyal (McEachern, 2014). Businesses were 
continually looking for new and clever ways to keep their customers buying. 
Through this era of highly focused interest in consumer behaviour, researchers such as Cunningham 
(1956) and Tucker (1964) explored the concepts of brand loyalty. Cunningham (1956) investigated 
the importance of firms spending a significant amount of money in their efforts to draw attention to 
their products in the minds of consumers (modern-day marketing). His study involved over 400 
families in the metropolitan area of Chicago, identifying purchasing behaviour specifically to 
understand brand loyalty. Since the Chicago Tribune Purchase Panel was already collecting data on 
the behaviour of shoppers, Cunningham examined the existing data from 1950 to 1952. He (1956) 
found that there was a significant amount of brand loyalty to individual product types within specific 
product groups and that deals or discounts had little impact on brand loyalty. Repeating the study 
now would be beneficial, given that the dynamics of the primary shopper have changed as women 
have entered the workforce and men have taken more responsibility for household chores and 
grocery shopping (ABS, 2009). 
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3.4 Integration of attitudinal loyalty into the literature 
Behavioural loyalty, represented by purchase behaviours, is one of the first elements of loyalty 
explaining the purchase cycle of a consumer. In the many studies investigating loyalty, purchase 
behaviour is consistently discussed, tested and investigated. However, investigating loyalty purely 
based on the behavioural aspect ignores important factors that could explain why a consumer has a 
repetitive purchase cycle such as habit, switching costs or inertia (Watson et al., 2015, Henderson et 
al., 2011, Oliver, 1999). Attitudinal loyalty is the second dimension of loyalty and this arises when the 
customer feels pleasure or delight in the company and favours one organisation over another 
(Oliver, 1999, Bandyopadhyay and Martell, 2007). 
The attitudinal process of a customer is related to the information they receive. This information 
then motivates a consumer to form their attitudes (Watson et al., 2015).  
The issue arising from the definition of loyalty up until this point has been the lack of attitudinal 
investigations into the consumer. Simple repeat purchase behaviour is indicative of some sort of 
loyalty but, realistically, consumers can make repeat purchases for a number of reasons, some 
leaving the door open for competitor hijacking.  
One of the most cited academics who contradicted the mainstream definition of loyalty was Day 
(1969). His research was a pivotal point in loyalty investigation, as it shifted the one-dimensional 
approach of loyalty being a simple repeat purchase to there being many facets of consumer loyalty 
to a brand – some for no reason at all besides laziness.  
Day (1969) found that a customer who exhibits behavioural loyalty only and does so based on their 
spurious loyalty will leave their current situation if a competing company can make the customer a 
better offer. A consumer who is spuriously loyal can be a dangerous one, as this gives false 
indications of the consumer’s commitment to stay. 
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In his loyalty conceptualisation, Day identified that when a customer makes repeat purchases, it is 
not always due to an emotional commitment to the product. Furthermore, repeat behaviour is not 
always the best indicator of true loyalty, as consumers may be repeating their purchases not only 
out of spurious loyalty but also out of convenience, habit or laziness. In his research Day used an 
equation to help measure brand loyalty, with the inclusion of attitude towards the brand as well as 
descriptive variables such as socioeconomic factors and demographics. His experiment consisted of 
evaluating a five-month purchase diary of 955 households. He focused on grocery or convenience 
store purchases. Some of the descriptive variables tested were: (1) socioeconomic and demographic, 
(2) demand, price and store and responsive variables, (3) exposure to information and (4) 
det4erminants of buying style. The results of his experiment supported his hypothesis that brand 
loyalty was both behavioural and attitudinal, but only one brand was evaluated and the study was 
unable to capture bias due to marketing or promotion – although it was suggestive of bias to one 
brand. His research clearly illustrated the importance of customer attitude when determining loyalty 
but, in doing so, made attitude more specific to a brand rather than an entire ‘product-class’ 
(Bandyopadhyay and Martell, 2007). 
Day’s work was critical to research in the field, as he was one of the first to include attitudinal 
elements when evaluating loyalty, but this is only loosely applicable to modern research. The 
modern climate of shopping has changed considerably and the questions would have to be grossly 
modified to capture a true snapshot of the buying habits of the present family. However, Day’s study 
was a stepping stone for others to begin to include attitudinal elements in brand loyalty research, 
which continues today. 
Once Day identified the possibility of attitude being an essential dimension of loyalty, other 
researchers such as Jacoby and Kyner (1973) and Snyder (1986) began investigating its merit and it 
soon gained momentum in academia, which began to consider customer loyalty as having two 
dimensions: behavioural and attitudinal (Gremler and Brown, 1996). The conceptualisation of 
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customer loyalty introduces a consumer’s relative attitude towards a brand and links it with the 
strength of repeat purchase behaviour for consumers. This built on the findings of Day (1969) and 
broadened the catalogue of loyalty to identify the relationship between attitude and behaviour. 
Given this new and expanding research, the simplistic definition of loyalty based on purchasing 
behaviour was no longer adequate and needed to be re-evaluated. 
Jacoby and Kyner (1973) wanted to widen the definition of brand loyalty and challenged it by 
offering a broader conceptual definition based on six conditions. They determined that six conditions 
must exist for true brand loyalty to occur. These included: (1) biased (non-random so the customer 
had to deliberately choose the product), (2) behavioural response (the customer had to make a 
purchase), (3) expressed over time, (4) by some decision making unit (individual, family or 
organisation), (5) in respect to one or more alternative brands (recognises that consumers can be 
loyal to more than one brand), and (6) a psychological process (decision making) (Jacoby and Kyner, 
1973). In order to prove their hypothesis, they conducted a research trial using candy bars with 
almost 100 children between the ages of six and nine. They claimed children of this age were in the 
early stages of forming their brand loyalties and were a simple group to measure. Although children 
are more vulnerable than adults in physical and mental capacities and have a general lack of 
experience compared to their adult counterparts (Lansdown, 1994), there are strong benefits 
associated with using them to assist in research projects. Some of the key benefits involving children 
are that they can generally offer a unique perspective compared to that of an adult, they tend to be 
more innocent and honest, they can help motivate their peers to participate and answer questions, 
they can address issues that sometimes adults fail to see and they can introduce new ideas 
(McLaughlin, 2006, Smith et al., 2002). Using children in research has been well documented and 
supported for almost a century due to their simplicity and honesty (Guest, 1944). 
The benefits are seen to be as important to the researchers as they are to the children, as involving 
them can help their self-esteem and sense of ‘citizenship’ (Roberts, 2004). However, some 
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disadvantages include: children are not generally experts in the area researched, it takes longer, 
children are dependent on others for transportation to and from the study, and if one child has a 
poor experience, they might disseminate this to their peers.  
The candy bars in Jacoby and Kyner’s study were identical, similar to the bread in the experiment by 
Tucker (1964); however, the difference was these children were shown commercials to help 
persuade them. In the conclusion to their study the researchers found that in order for true brand 
loyalty to exist all six conditions must be present. This in turn created a new definition, or a broader 
one in academia: ‘a non-random repetitive purchase of a good over time by a consumer who actively 
knows the competing brands, and can consciously make a decision of one good over the other’ 
(Jacoby and Kyner, 1973). 
Although Jacoby and Kyner’s research was important in introducing many elements of an attitudinal 
nature, it veered away from the simplicity of earlier research and would be challenging in its 
managerial implications for a non-academic. Instead of being able to measure loyalty with a simple 
test of repeat purchase behaviour, a company now had to investigate six elements, which might not 
always be easy – or at least not as easy as it was to measure behavioural loyalty.  
Successive research by Jacoby and Chestnut in 1978 simplified yet deepened the theory of brand 
loyalty and its measurement. They determined in order for brand loyalty to exist, one had to 
measure the consumer’s attitude (affect) and intention (conative) to determine true loyalty. Jacoby 
and Chestnut (1978) and Dick and Basu (1994) both found that loyalty needs consistency across all 
dimensions (cognitive, affective and conative); however, Oliver (1997) disagreed and found that 
customers are more loyal in stages or phases rather than unilaterally.  
The conceptualisation of loyalty based solely on the behavioural motives of a consumer fails to 
identify or investigate the emotional explanations underpinning loyalty (Oliver, 1999). Academics 
such as Dick and Basu (1994), Jacoby and Chestnut (1978) and Oliver (1999) made the claim that 
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customer loyalty based on repeat patronage alone cannot differentiate between true loyalty or 
spurious loyalty (a concept which is similar to inertia and is characterised by situational issues such 
as a lock-in contract). Dick and Basu (1994) found many of the definitions of loyalty ‘devoid of any 
theoretical meaning’ and many failed to investigate what drives a consumer to make a repeat 
purchase. If customers with spurious loyalty are able to find a more suitable alternative, they will 
most likely switch, thus discrediting true customer loyalty as a construct based simply on the merit 
of re-purchasing (Dick and Basu, 1994). 
Therefore, customer loyalty must be deeper than just simple repeat purchases, yet the latter still 
plays a pivotal role in determining true loyalty. In order to define loyalty, Dick and Basu (1994), in 
their quest to find an ‘integrated framework for customer loyalty’, contended that customer loyalty 
must be a combination of both a customer’s behavioural intentions and their attitudinal dimensions. 
They define customer loyalty as the strength of the relationship between an individual’s relative 
attitude and repeat patronage, which, according to Oliver (1997), was their greatest contribution to 
the conceptual framework. Through their integrated conceptual framework, Dick and Basu made 
one of the largest contributions to the literature on customer loyalty during their time. Dick and 
Basu, by ‘modifying Day’s concept of a composite index of loyalty, to specify a more explicit 
interaction between attitude and behaviour, match these components of attitude to the foundation 
of an overall attitude in the service context, highlight the potential consequences of loyalty 
attitudes, and provide a potential measurement regime’ (Peloso, 2004). As of 10 September 2018, 
their work has been cited over 8,000 times according to Google Scholar. In their model Dick and 
Basu (1994) proposed three groups of antecedents to customer loyalty: conative, affective and 
cognitive. The main objective was to create a new conceptual framework on the antecedents to 
customer loyalty. They designed this framework by an in-depth literature review of existing studies. 
In order to explain the development of loyalty, Dick and Basu (1994) classify attitudes and 
behaviours (Peloso, 2004, Dick and Basu, 1994). In their framework they imply that in order to have 
 
Chapter 3: Conceptualising customer loyalty 
59 
the best chance at developing loyalty, the customer must have high repeat patronage and high 
relative attitude at the same time. In order for this customer to have a high relative attitude, they 
would need to have strong attitude strength and differentiation (Dick and Basu, 1994). A relative 
attitude ‘represents an association between an object and an evaluation’ (Dick and Basu, 1994). The 
stronger the relative attitude, the more likely there is to be repeat patronage (Dick and Basu, 1994). 
Dick and Basu (1994) divide customers into four loyalty groups: true loyals, spurious loyals, latent 
loyals and non-loyals (Garland and Gendall, 2004).  
A customer who has no loyalty has a low relative attitude and makes very limited repeat purchases 
(Jensen, 2011). Consumers find it challenging to see any difference between brands – such as tinned 
tuna fish.  
True loyals are those who have high attitudinal and behavioural loyalty and a high tendency for 
repeat purchases (Dick and Basu, 1994). Spurious loyals are similar to those who exhibit signs of 
inertia (Peloso, 2004, Dick and Basu, 1994), meaning these types of customers see no difference in 
products from one company to another and are uninvolved in the process (Jensen, 2011). 
A customer who exhibits latent loyalty is one of the most difficult for marketing specialists to deal 
with and is considered the most dangerous type of customer. Ngobu (2016) found that those in the 
latent loyalty classification were more likely to be sensitive to price than the other categories. This is 
because ‘attitudinal influences such as subjective norm and situational effects are at least equally if 
not more influential than attitudes in determining patronage behaviour’ (Dick and Basu, 1994). 
Dick and Basu’s study was purely theoretical and the researchers did not offer an empirical 
validation of their framework. Nor did they identify managerial implications to assist in obtaining 
desirable loyalty results; however, due to academic testing and applications in various industries 
(Ngobo, 2016, Jensen, 2011, Bove and Johnson, 2009, Nguyen et al., 2013, Garland and Gendall, 
2004) the framework maintains its integrity in the literature.  
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3.5 The intangibility and challenges of services in terms of customer loyalty 
Service loyalty can be difficult to conceptualise due to its intangibility (Mittal and Lassar, 1998, 
Parasuraman et al., 1985). Loyalty was originally centred on tangible goods (brand loyalty) rather 
than services (service loyalty). 
Services can be an more emotional industry than brands (its counterpart) due to the relationships a 
customer can make with an employee, thus creating a greater opportunity for a bond between 
company and consumer and, in effect, a greater chance to develop loyalty (Congram et al., 1987, 
Zeithaml, 1981). Dick and Basu (1994) pointed out that there are attributes which are more 
important in a service setting than with tangible products, such as confidence and reliability. 
Relationships between ‘loyalty and its predictors are stronger in a service setting’, as services 
provide a greater opportunity for loyalty to exist because of their personal nature and opportunity 
for person-to-person relationships to evolve (Parasuraman et al., 1988, Gremler and Brown, 1999, 
Pan et al., 2012).   
Services, compared to tangible goods, have the potential to enhance or reduce customer loyalty. In 
the service industry, employees have the ability to form connections and bonds with their 
customers; however, it is hard to measure the level of good or bad service compared to the quality 
of a product, which can more easily be measured by its functionality. Another dimension to the 
service industry is the use of online shopping, which will be discussed later in the chapter.  
Service loyalty is ‘the degree to which a customer exhibits repeat purchasing behaviour from a 
service provider, possesses a positive attitudinal disposition toward the provider, and considers 
using only this provider when a need for this service arises’ (Gremler and Brown, 1996, p. 173). 
Gremler and Brown (1996) believed that in order to truly understand service loyalty, the employees 
of the organisation must be investigated as well to gain a better insight into the overall picture of 
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loyalty. For this reason, Gremler and Brown investigated both the consumer and the organisation, 
interviewing 21 customers and 20 service organisations. 
After collecting and analysing the interviews they found both consumer and organisational beliefs on 
what defines service loyalty were almost identical. Their main finding was that service loyalty is a 
‘multi-dimensional construct’ composed of three dimensions – behavioural, attitudinal and 
cognitive. Secondly, they discovered that a certain level of customer satisfaction must exist before 
loyalty could evolve. Thirdly, they established six switching costs which played a major role in the 
development of loyalty; they were inertia, set-up costs, search costs, learning costs, contractual 
costs and continuity costs (Gremler and Brown, 1996). Furthermore, they found that customers 
automatically assume that if they are loyal they will receive a benefit from the organisation. Lastly, a 
new term, ‘interpersonal bonds’, was created to catalogue the group of relationship factors which 
must exist in order for loyalty to develop; these were familiarity, care, friendship, rapport and trust.  
Interviewing the consumer and the organisation and finding that they both viewed loyalty in the 
same way helped push the research into investigating these factors in the service industry. Further 
studies with a larger number of participants in different industries could help validate this study 
even further.  
In the service industry, employees can develop these bonds as they are customer facing, either in 
person or over the telephone, and customers can develop relationships with them. Ending a 
relationship with someone a customer likes is more difficult than with a company where the 
customer has no relationship (Reichheld and Sasser, 1990). Conversely, ending a relationship with an 
entire organisation over one poor experience can be fatal to the company. However, a 2016 Spanish 
study recently found that the service sector is finding it challenging to increase customer loyalty 
because of the greater presence of online shopping and higher customer expectations (Picón-
Berjoyo et al., 2016). 
 
Chapter 3: Conceptualising customer loyalty 
62 
A consumer may define what they perceive as good service differently from another and this 
perception of individual consumers can be a major challenge for organisations. 
Since service loyalty is associated with having strong bonds and relationships (rather than a physical 
product), it remains a very important tool in marketing financial institutions. Supporting this 
argument, Snyder (1986) found that loyalty is more prevalent with customers who receive a service. 
The opportunity for a customer to create a strong bond may happen more when services are 
involved, as most customers will have to be involved with the company employee by phone or in 
person at some point in the service process. Companies will only have truly loyal customers through 
adding greater value (Picón-Berjoyo et al., 2016). 
Service quality, as well as specific knowledge of a customer and suitability, has a very strong impact 
on customer loyalty, and to banks and travel agencies this was an absolute ‘vital element’ for 
companies’ profitability and growth (Lee and Cunningham, 2001). Further studies found it was 
critical for the organisation to offer services which are perceived by the customer as having a higher 
value than that of other services and this will affect not only their attitudinal disposition but also 
their behaviour (Picón-Berjoyo et al., 2016). 
3.6 Key investigations into customer loyalty  
The research studies listed in Table 3.6.1 below show key investigations in customer loyalty. They 
have been listed chronologically to illustrate the evolution of loyalty through the past century. The 
context is goods, services or both. The measure of loyalty is attitudinal, behavioural or a composite 
of both. The last column briefly summarises the key findings. 
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3.7 Net promoter score 
In 2000, Reichheld challenged the existing definitions of loyalty and the rigorous questioning 
required in order to measure it. He was able to take a complicated definition of loyalty and bring it 
down to a basic one, allowing both academics and businesses to understand it: a loyal customer is 
one who intends to do more business with the business and who will recommend that business to 
their friends, families or colleagues (Reichheld et al., 2000). Based on its simplistic approach, this 
thesis adopts Reichheld’s definition, as seen in Figure 3.7.1. 
 
Figure 3.7.1 Reichheld’s customer loyalty definition 
Through his robust research with over 4,000 consumers in six different industries, Reichheld 
streamlines measuring customer loyalty in the service arena by using a simplistic one-question 
survey to ask a company’s existing customer base. This question was: ‘How likely is it that you would 
recommend our company to a friend or colleague?’ After completing 14 case studies from the data 
with the 4,000 consumers, he found this question to be the most important across all industries. 
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With the one question, Reichheld helped develop a net promoter score (NPS), which statistically 
correlates with how likely a consumer is to ‘promote’ a company. This score is on a 0 – 10 scale, with 
9 or 10 indicating a consumer who is extremely satisfied and extremely likely to recommend the 
company, down to one who is ‘passively satisfied’ (7 or 8 rating), down to ‘detractors’ (0 to 6 rating), 
who are not very likely to recommend it. Reichheld (2003) found that, for a consumer to 
recommend a product or service to a friend or colleague, they place their ‘integrity’ on the line, 
illustrating how integrity can be a valuable commodity, translating into true loyalty.  
Although Reichheld’s studies can be highly correlated with customer loyalty based on the net 
promoter score, one area which is hard to capture is the consumers who would recommend a 
company but no longer use it. As an example, parents of a newborn child may use a newborn 
formula for, say, a period of six months and would discontinue it once the child no longer needed 
formula. If they were sufficiently happy with the formula and their child thrived, then perhaps they 
would recommend the product to their friends. According to Reichheld’s research this would give 
the customers a net promoter score of 9–10 and put them in the highly satisfied category; however, 
they would not be deemed loyal, as they no longer use the product.  
Reichheld’s NPS has come under heavy scrutiny by some academics. In a comparison, the American 
Customer Satisfaction Index (ACSI) far outperformed the NPS (Keiningham et al., 2007) and when 
tested with other Likert-type scales the NPS rated the lowest for predictive validity (Schneider et al., 
2008). Other major concerns were that the NPS lacked ‘the statistics to support it’ (Sharp, 2008) and 
that one question cannot be used to test profitability and the measurement and management of 
customer loyalty (Grisaffe, 2007). However, the NPS remains a popular tool for major corporations 
such as the Bank of Melbourne, American Express, Citigroup, Charles Schwab, and Westpac, among 
many others (Toit and Burns, 2013) (Rocks, 2016, Dholakia and Durham, 2010, Jang et al., 2013). 
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3.8 Chapter summary 
In order to capture a more holistic view of customer loyalty, this chapter has provided an overall 
review of customer loyalty investigations across different industries. The chapter also considered the 
many definitions of loyalty in the literature and justified the selection of the definition which will be 
used in this thesis. The following chapter develops the model and the hypotheses for this study. 
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Chapter 4: Model and hypothesis development  
4.1 Introduction 
In the previous chapter an exploratory literature review was presented, paving the way to the model 
which will be used in the study. Many studies were used to contribute to the overall model; 
however, the simple relationship between service quality, satisfaction and loyalty is a dominant 
theme in the literature. Based on the research performed by Lau et al. (2013), their framework 
underpins this study. Chapter 4 also discusses the antecedents added to the model and the 
moderating capability of high-involvement and low-involvement type products. Futhermore this 
chapter outlines the hypotheses used for this study and provides a tabulation of the overall 
research. Lastly, the conceptual model is revealed. 
4.2 Underpinning framework 
Based on an exhaustive literature review, this thesis has drawn upon and expanded Lau et al.’s 
(2013) recent framework for banking customer service and loyalty, which is an empirically validated 
model that captures current retail banking market conditions effectively and can be used as a 
theoretical base for product or policy decision making.  
Lau et al. (2013) realised the importance of the interrelationships between service quality, customer 
satisfaction and customer loyalty in retail banking. This relationship is pivotal in marketing and forms 
the base model for this research. Lau et al.’s (2013) study focused on a similar market to that found 
in Australia – Hong Kong. Hong Kong is a metropolitan country in which more than 100 of the 
world’s top banks are located. Although Hong Kong has a smaller population than Australia’s, the 
GDP per capita is comparable and both countries enjoy a low unemployment rate. The main bank 
involved in the study was HSBC, one of the world’s largest banks and comparable to Australia’s top 
four banks. This study was important due to the fact that the relationship between the three 
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constructs was well established and customer satisfaction was proven again to be a mediating 
variable between the relationhip of customer loyalty and service quality. 
Lau et al.’s (2014) study adopted similar methods to those found in the current research, using an 
online survey tool garnering 119 responses from HSBC clients. It also found that SERVQUAL 
conclusively can be used to test service quality in a retail bank setting. 
What the study was missing was a larger sample size from more than one bank and, as seen in the 
extensive literature review, other antecedent variables that could be added to the model as direct 
antecedent variables to loyalty. The research model in this study also proposes adding product type 
as a moderator in the satisfaction and loyalty relationship. 
4.3 Hypothesis development and the antecedent variables 
The following section examines the loyalty–satisfaction relationship and the most important 
antecedents found in the literature. Variables such as satisfaction, service quality, switching costs, 
commitment, trust and perceived value are among the primary antecedents in the retail banking 
literature in terms of customer loyalty and each helps contribute to banks maintaining their loyalty 
and profitability (Lee and Cunningham, 2001, Beerli et al., 2004, Lewis and Soureli, 2006, Dagger and 
David, 2012, Ngo Vu and Nguyen Huan, 2016, Picón-Berjoyo et al., 2016, El-Manstrly, 2016, van 
Esterik-Plasmeijer and van Raaij, 2017a). By examining these constructs, the study can confirm the 
positive relationship between each of them and loyalty.  
4.3.1 Service quality (SERVQUAL) 
In conjunction with satisfaction, service quality is one of the most researched terms in relation to 
loyalty. Almost half of the more recent banking studies identify service quality as a main variable 
when investigating loyalty (Lau et al., 2013, Lee and Moghavvemi, 2015, Ngo Vu and Nguyen Huan, 
2016, Bapat, 2017). 
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The founders of the term, Parasuraman et al. (1988), define service quality as the capability of the 
organisation to deliver the promised service reliably, the gap between service expectations and 
actual service performance (Zeithaml, 2000). Customers do not measure performance in terms of 
the product or service itself, but measure service in terms of the quality and timeliness of 
information provided. If customer service is a key to business success, it is critical to determine 
service problems and work to correct or eliminate them before customers leave (Helms and Mayo, 
2008).  
Dick and Basu (1994) supported previous researchers who have suggested that positive perceived 
quality resulting from high levels of customer satisfaction can turn into customer loyalty (Bitner, 
1990, Lewis, 1991) and influences behaviours such as recommendations and whether the customer 
will remain with the company (Zeithaml, 2000). A main component of determining customer 
satisfaction is the perception of service by a customer (Ngo Vu and Nguyen Huan, 2016). 
Parasuraman, Zeithaml and Berry (1996) discussed that the higher the service quality rating is of a 
company, the more loyal its customers will be and the less likely they would be to defect. This is 
especially true in service organisations. 
Measuring service quality can be challenging, as most customers find it easier to evaluate the quality 
of a physical item or good rather than a particular service a company offers (Maddern et al., 2007). 
Unlike the quality of a product, which is easily checked against the defects of the goods or for 
usability, service quality is an elusive construct which is often difficult to measure (Parasuraman et 
al., 1991). If a product does not work or is defective, a customer can simply return the item and 
choose to purchase the item from another company. Services differ greatly from a product setting 
because they cannot be inventoried, so balancing capacity and demand can be more difficult. Also, 
services are often produced in front of customers and frequently in direct collaboration with them, 
thus bringing employees and customers physically and psychologically close (Oliva and Sterman, 
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2010). The quality of a service interaction is necessarily a subjective judgment made by the 
individual customer.  
In 1985 three researchers, Parasuraman, Zeithaml and Berry, created a conceptual model for service 
quality titled SERVQUAL. This model showed the difference or ‘GAP’ from the service quality a 
customer receives compared to what the customer believes they should receive (Parasuraman et al., 
1985). The SERVQUAL model offers a systematic approach to measuring and managing service 
quality and it emphasises the importance of understanding customer expectations and developing 
internal procedures that align company process to customer expectations (Buttle, 1996). The 
following figure is the SERVQUAL conceptual model, which is widely accepted in academia. 
 
Figure 4.3.1.1 SERVQUAL framework 
During their investigation into developing the SERVQUAL model, the researchers interviewed 
industry representatives, mainly in the financial services categories: retail banking, credit cards and 
securities, solidifying its use in financial markets. Their study found 10 different dimensions of 
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service quality, which they later grouped into five dimensions (three original and two combined) 
(Untaru et al., 2015, Parasuraman et al., 1988). 
The five dimensions of SERVQUAL or RATER (Parasuraman et al., 1988) are reliability (dependability 
and having the ability to perform the service accurately), assurance (knowledge and friendliness of 
employees and their ability to convey trust), tangibles (physical aspects of the building, company or 
employee such as uniform, appearance and cleanliness), empathy (how well an employee or 
company shows they care or level of attention to a consumer), and responsiveness (how well a 
company or employee caters to the needs of a consumer or individualised care). 
Service quality is determined by the customer’s subjective experience with the service organisation 
(Oliva and Sterman, 2010) and is based on a comparison between what the customer feels should be 
offered and what is provided (Parasuraman et al., 1988). Quality is measured as the gap in the 
performance of service, or the difference between the time allocated per task and the customer’s 
expectation of what that time should be (Oliva and Sterman, 2010). Delivered quality is when the 
performance gap is zero – that is, when time per task matches customers’ expectations (Oliva and 
Sterman, 2010).  
SERVQUAL is not without critique – in particular, claims that the five dimensions are not universals 
(Gilmore, 2003), as customers do not always have clearly formed expectations and the model fails to 
draw on established economic, statistical and psychological theory (Buttle, 1996). Although Buttle 
(1996) establishes that SERVQUAL’s face and construct validity are in doubt, he admits that it is still 
widely used in published and modified forms to measure customer expectations and perceptions of 
service quality. 
In a 2009 study in Hong Kong, He and Song (2009) tested the attitudinal element of customer loyalty 
in two models in the travel industry using the Hong Kong consumer satisfaction index (HKCSI). They 
tested a partially mediated model, with constructs having a direct effect on the dependent variable 
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and an indirect effect through satisfaction, and a fully mediated model, in which satisfaction is 
completely mediated by quality and value, which then has a positive effect on repurchase intentions. 
The findings of the study, using a structural equation modelling approach, confirmed the effects of 
the fully mediated model. This supports at least partially the model being proposed, in which service 
quality is mediated by customer satisfaction. 
Although some of the discussed research points to a direct relationship between service quality and 
loyalty, more research focuses on the indirect relationship to loyalty through customer satisfaction 
(Ranganathan et al., 2013, Bapat, 2017, Lai et al., 2009, Lai, 2014, Ngo Vu and Nguyen Huan, 2016, 
Lau et al., 2013). 
In conclusion, not only is high perceived quality directly linked to favourable customer loyalty 
outcomes but it is also linked to greater profits (Rust and Zahorik, 1993) and a loyal customer likely 
to have a longer relationship with a company (Zeithaml, 2000). 
Lau et al. (2003) found that service quality positively influences customer loyalty through 
satisfaction; therefore: 
H1: Service quality has a strong and positive influence on customer satisfaction. 
4.3.2 The loyalty–satisfaction relationship 
Emerging as the top construct in the retail banking literature in terms of customer loyalty, customer 
satisfaction is investigated in nearly all of the relevant banking literature research (Lewis and Soureli, 
2006, Nadiri et al., 2009, Coelho and Henseler, 2012, Baumann et al., 2012, Dagger and David, 2012, 
Lee and Moghavvemi, 2015, Picón-Berjoyo et al., 2016, Bapat, 2017, Lau et al., 2013).  
Customer satisfaction is an emotional response which comes from a consumer’s own evaluation and 
previous experiences (Oliva et al., 1992). Synonyms of satisfaction are approval, fulfilment and even 
happiness. If these terms were used to describe a consumer, they would point in the direction of a 
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loyal customer who enjoys the service or product. Customer satisfaction can vary from person to 
person, since it is a highly personal assessment. What makes one customer satisfied may not make 
another satisfied. Some researchers define a satisfied customer as ‘one who receives significant 
added value’ (Hanan and Karp, 1991). A highly satisfied customer is more likely to become loyal than 
a customer who is merely satisfied (Dowling and Uncles, 1997, Pont and McQuilken, 2005). 
Customer satisfaction or dissatisfaction is derived from a service encounter and the comparison of 
that experience to a given standard (Helms and Mayo, 2008). Satisfaction typically takes time to 
develop, as deep customer satisfaction and loyalty do not happen from just one event with a 
company but rather develop from the sum of many small encounters (Stewart, 1997). If a customer 
receives excellent customer service repeatedly, the customer begins to develop a deep-seated trust 
and loyalty to that brand. A highly satisfied customer has more of a chance of becoming loyal that a 
customer who is merely satisfied (Dowling and Uncles, 1997, Pont and McQuilken, 2005, Oliver, 
1999, Henard and Szymanski, 2001, Rust and Zahorik, 1993). Many studies link customer satisfaction 
directly to loyalty in retail banking (Bloemer et al., 1998, Rust et al., 1995, Schummer, 2007, Ngo Vu 
and Nguyen Huan, 2016). 
Customer loyalty and satisfaction are two distinct constructs. However, they have shown a strong 
link in the marketing literature (Bapat, 2017) and have been shown to be highly correlated (Ngo Vu 
and Nguyen Huan, 2016). Many scholars agree that there is a strong positive relationship between 
loyalty and satisfaction but models which include other variables can be stronger predictors of 
loyalty than just satisfaction on its own (Kumar et al., 2013).  
In banking conceptualisations, customer satisfaction can be seen as a mediator to the service 
quality-loyalty relationship (Lee and Moghavvemi, 2015, Ngo Vu and Nguyen Huan, 2016). 
Furthermore, in banking it is suggested that companies must build strong relationships with their 
customers through customer satisfaction in order to intensify the relationship with the customer 
and maintain a more long-term sustainable relationship (Lee and Moghavvemi, 2015).  
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The literature has established a strong relationship between customer satisfaction and customer 
loyalty (Oliver, 1980, Oliver and Swan, 1989, Cronin and Taylor, 1992, Levesque and McDougall, 
1996), although this association can sometimes fail to be generalised. Different industries with 
variable customer-facing time can challenge the strength of the relationship between loyalty and 
satisfaction (Anderson and Sullivan, 1993). There have been assumptions in the literature that high 
satisfaction can promise loyalty; however, the construct is much more complicated and numerous 
studies have shown that satisfied customers still switch suppliers (Oliver, 1999, Reichheld and 
Sasser, 1990). In a more holistic view of the association between satisfaction and loyalty, other 
variables would also need to be added to any model to have a total picture (Kumar and Srivastava, 
2013). Trust, perceived value, switching costs and commitment should also be considered. 
Emotions customers experience during service encounters play crucial roles and directly affect the 
success of service relationships (Hennig-Thurau et al., 2006). Consequently, customer emotions 
appear to be key drivers of rapport with employees and, ultimately, customer satisfaction and 
loyalty intentions, prompting service organisations to focus their attention on increasing positive 
customer emotions.  
Direct financial benefit is not the only advantage, as was found in a study of Xerox Corporation, one 
of America’s largest companies. The findings indicated that ‘very satisfied’ customers were six times 
more likely to make another purchase rather than merely satisfied customers (Reichheld et al., 
2000). Several studies measuring satisfaction and loyalty tend to agree that satisfaction is a leading 
indicator with customers who are loyal (Baumann et al., 2005, Ball et al., 2004). ‘Baumann’s research 
contributes to the customer loyalty literature by adding other loyalty predictors, such as customers’ 
perceptions of market conditions (perceived switching costs and benefits), and customer 
characteristics, such as demographic factors, which have received less attention in the marketing 
literature’ (Zaki et al., 2016). 
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Customer satisfaction can be defined as a ‘person’s feeling of pleasure or disappointment which 
resulted from comparing a product’s perceived performance or outcome against his/her 
expectations’ (Kotler et al., 2016). Many studies have identified satisfaction as positively affecting 
loyalty and, although they are distinct constructs, they are very highly correlated (Bapat, 2017, Ngo 
Vu and Nguyen Huan, 2016, Lee and Moghavvemi, 2015). A highly satisfied customer is more likely 
to become a true loyal customer than a customer who is merely satisfied (Dowling and Uncles, 1997, 
Pont and McQuilken, 2005, Oliver, 1999, Henard and Szymanski, 2001, Rust and Zahorik, 1993). 
Many studies link customer satisfaction directly to loyalty in retail banking (Bloemer et al., 1998, 
Rust et al., 1995, Schummer, 2007, Ngo Vu and Nguyen Huan, 2016). Therefore: 
H2: There is a strong and positive relationship between customer satisfaction and 
customer loyalty. 
4.3.3 High versus low-involvement products (transaction, savings and superannuation accounts) 
Largely supported by the marketing literature, Kotler’s (2000) consumer’s decision making process is 
a cognitive process whereby a customer: (1) recognises the problem, (2) searches for information, 
(3) evaluates alternatives, (4) makes a decision to purchase the item or service, and then (5) exhibits 
post-purchase behaviour. The majority of this research centres around post-purchase behaviour, as 
this is where word-of-mouth recommendations, satisfaction and loyalty occur (Kotler, 2000).  
In order for the consumer to reach stage 5 of the decision making process, products are categorised 
into two separate classifications: high-involvement and low-involvement. High-involvement products 
can be risky, are time consuming and mostly are purchases made for the long term (Marek et al., 
2014). For the consumer to make a decision on a high-involvement product, the bank would need to 
offer a great deal of information on the product, as the consumer is well-invested in the decision of 
the purchase (Gbadamosi, 2013). 
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High-involvement can be emotional or rational in nature. Purchases such as a holiday or children’s 
education can be emotional whereas purchasing long-term investment products can be rational 
(Kotler, 2000). These products are ones for which consumers are prepared to invest their time and 
effort in searching for information and are therefore more attached to the product. ‘High-
involvement products are more related to the values of consumers, who are more loyal to the 
product’s brand and are more likely to invest more in the product than when purchasing low-
involvement products’ (Marek et al., 2014). 
In contrast, low-involvement products tend to be routine purchases which consumers do not spend 
much time thinking about (Gbadamosi, 2013). These items generally will not have a huge impact on 
the consumer’s life or lifestyle. Such purchases would be common everyday household items such as 
fruit and vegetables and general groceries. 
In this study, three products are tested: transaction accounts, savings accounts and superannuation 
accounts. 
According to the ANZ, the term ‘transaction account’ in Australia refers to a non-interest bearing 
account which account holders can use for their ‘every day banking’. The accounts are typically 
considered ‘deposit’ accounts and can have cheques and ATM withdrawals included. Since the funds 
are always accessible to the consumer with no limits on the amount deposited or withdrawn, these 
types of accounts can be considered ‘on demand’. Some banks in Australia charge a small monthly 
fee for the account, but often this can be negotiated if other products are held at the same 
institution or if the customer is a pensioner or student. 
In Australia, savings accounts are similar to transaction accounts, as they are ‘deposit’ accounts, but 
these types of accounts are created to help a customer save their money. They typically do not have 
the option of cheques but many do have an ATM option and may be used as normal everyday 
accounts. As they are designed to help a customer save money, they usually offer an interest rate, 
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but generally have terms and conditions on minimum and maximum account balances and 
mandatory monthly deposits, and may attract a fee as well.  
A superannuation account is a type of account exclusive to the Australian banking industry. 
Essentially it is an account to help consumers save for when they retire. There are many regulations 
around superannuation in Australia and one example is that an employer is legally required to 
deposit an extra 9.5 percent of an employee’s wages into a nominated superannuation fund (ATO, 
2015) as long as the employee is over 18 and earns more than $450 a month. In order to withdraw 
funds from a superannuation account the customer must either be at least 55 to 60 years old 
(depending on the year of birth) or show extenuating circumstances (ATO, 2015). However, anyone 
can change their superannuation from one bank to another at any time by initiating a rollover or 
transfer without penalty. 
Of the different product types, transaction and savings accounts would be low-involvement 
products, as they are quick and easy to search for and have little bearing on the quality of life of the 
consumer. Aldlaigan and Buttle (2001) categorised savings accounts as high-involvement products in 
their UK study, but savings accounts in different countries such as the UK and the US are designed to 
help their consumers save, typically do not have an ATM card attached to them and usually offer 
higher interest rates and greater restrictions such as frequency of deposits and penalties if funds 
withdrawn (Money). Superannuation accounts – fragile, difficult and emotional for a consumer – 
would be classified as a high-involvement product (Gbadamosi, 2013). 
A moderating variable is a second independent variable believed to have a significant contribution 
and contingent influence on the original independent/dependent variable relationship (Cooper and 
Schindler, 2013, Krishnaswamy et al., 2009). It can change the strength in a relationship between 
variables, which means it can make it stronger or weaker. In this study, since the moderating 
variable is categorical (high/low) and the aim is to ascertain its significance on the entire model, a 
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multigroup analysis is used to understand if product type makes a difference to (or influences) the 
relationship between each of the antecedents and customer loyalty (Becker, 2006); therefore:  
H2a: Product type moderates the relationship between customer satisfaction and 
customer loyalty. 
4.3.4 Trust 
Trust in a consumer-to-business setting can simply be defined as the consumer feeling secure in the 
fact that the company conducts itself in the best interest of the consumer. For an organisation, there 
are certain attributes of a person or company which could be considered trustworthy, such as 
‘reliability, having high integrity, competency, being consistent and honest, being fair, responsible, 
helpful and benevolent’ (Morgan and Hunt, 1994). Trust is the understanding and the ability to 
believe that banks have good intentions (van Esterik-Plasmeijer and van Raaij, 2017b). Trust is one of 
the most important features for banks during hard times as well as stable times. Overall, banks 
contribute to the economic stability in Australia, encouraging economic growth; therefore ‘trust in 
banks is a fundamental ingredient in the effectiveness of the economy’ (Fungáčová et al., 2016, p. 5). 
If a customer is not able to trust the company they do business with, as long as there are alternatives 
for the customer, then they are more likely to switch to another provider (Ball, 2004) and if a 
customer builds trust, then the customer’s perceived risks are lower (Morgan and Hunt, 2004). In a 
meta-analysis of the literature, Pan et al. (2012) found that the effects of satisfaction and trust on 
loyalty are stronger if the purchase cycle is not regular. Some banking purchases can be frequent, 
such as withdrawals and transaction accounts; however, some can be rather infrequent, such as 
home loans and term deposits. Certain characteristics of the product purchase cycle can dramatically 
affect loyalty (Pan et al., 2012). The more infrequent the purchase, the more time the customer 
spends on making the decision about their purchase and the more they reflect on past purchases 
(Pan et al., 2012). 
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Trust can be challenging in a banking setting, as previous studies have indicated a strong correlation 
between trust and loyalty (Morgan and Hunt, 1994, Jyh-Shen et al., 2002, Sirdeshmukh et al., 2002). 
However, specifically in banking, results are mixed. One retail banking study revealed trust had little 
effect on loyalty (Ball et al., 2004). The results are confusing, but the authors mentioned that 
perhaps in industries which are highly regulated, there is an underlying sense of trust due to 
government regulation and transparencies in the market (Ball, 2004). Lewis and Soureli’s (2006) 
study in retail banking correlates trust to loyalty and highlights the importance of a bank’s stability 
and reputation for a customer to build loyalty; however, they did not include it in their conceptual 
model without validation. They also agree that satisfaction (a confirmed relationship in their model) 
may be influenced by trust.  
Due to the intangibility of services, customers may rely more on trust to form their opinions of the 
organisation and their product offerings (El-Manstrly, 2016). As an example, when consumers 
receive reliable service, they feel more trust in the firm, which allows them to develop longer lasting 
relationships, which in turn favours higher levels of loyalty (Ngo Vu and Nguyen Huan, 2016). 
Interestingly, a 2017 study found that customers who are already trustful people will more likely be 
trustful of their banks and banking system (van Esterik-Plasmeijer and van Raaij, 2017b). Fungacova 
et al. (2016) found that demographics played a big part in relation to consumers’ trust in banks. They 
found that women trust more and, as a consumer’s income increases, their trust levels also increase 
(Fungáčová et al., 2016). Trust is very important for banks and their relationships with consumers, as 
bank customers can be worry-free that their funds will be safe and that their interests are being 
looked after by the banks (Evanschitzky et al., 2012); therefore: 
H3: There is a strong and positive relationship between trust and loyalty. 
and  
H3a: Product type moderates the relationship between trust and loyalty.  
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4.3.5 Perceived value  
The relationship in retail banking with perceived value and loyalty is well noted in the literature. 
Perceived value has been used as a value-added proposition for banking customers and has been 
linked to higher loyalty conditions (Lam et al., 2004, Yang and Peterson, 2004) as well as playing a 
role in determining the customer’s increased buying habits of services at a more premium price if 
they feel that they have received a higher value (El-Manstrly, 2016). 
Perceived value is what a customer feels the item is worth, regardless of the true cost of production, 
or what they deserve for the price they are paying (Oliver and DeSarbo, 1988).  
This cost can be a number of things, such as monetary value, convenience or time (Yang and 
Peterson, 2004). Parasuraman and Zeithmal (1988) define perceived value as the ‘trade-off’ between 
what a customer actually receives and what they may give up to get the service or good (Xu et al., 
2015). Tam (2004) defines perceived value as a ‘result of customers’ evaluation of the service 
received against their perceptions of the costs of obtaining the service’ (p. 900). 
Money in simplest terms is one of the ‘sacrifices’ a customer makes in order to purchase a good or 
service. Price is often used as the key measure to represent what customers have to sacrifice to 
obtain the service (Tam, 2004). However, Lovelock and Wright (1999) note that the customer may 
sacrifice not just money but also effort, time and psychological considerations. 
Luxury goods such as high-end jewellery and automobiles generally have a higher perceived value to 
consumers, as that is how they are marketed (Lovelock and Wright, 1999).  
In terms of banking, a consumer can determine how they perceive the value of a bank based on 
marketing or physical attributes such as the main lobby, offices of their bankers, or even the 
appearance of the website. Perceived value has been noted as having a direct relation to the 
development of customer loyalty (Kipkirong Tarus et al., 2013, Lewis and Soureli, 2006).  
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Lewis and Soureli (2006) investigated perceived value as one of their antecedents to customer 
loyalty in their investigation into the Greek banking system. Although the economy in Greece is 
currently in turmoil, the study was conducted prior to the economic collapse of 2010 (Alderman et 
al., 2016) and is still a valid representation for banking customers in the Western world, as Greek 
banks follow similar practices according to the World Banking Report (2015) and Lewis and Soureli 
(2006). 
In order to triangulate the data, Lewis and Soureli chose to use both qualitative and quantitative 
methods of data collection. They interviewed bank managers as well as eight customers from a 
single bank in order to help develop the questionnaire for the quantitative portion of their study. 
The questionnaires were distributed to four of the five main banks in Greece and used a five-point 
Likert-type scale. Although most respondents did not know whether their own bank offered the best 
interest rates, those who perceived their banks to have the best interest rates had a direct 
correlation to loyalty. This would indicate that interest rates have no impact on loyalty or that 
interest rates become less relevant for customers with high loyalty.  
At this time, Spanish researchers also investigated perceived value specifically in banks and created a 
measurement tool in order to quantify it (Roig et al., 2006); this scale was GLOVAL. Roig et al. (2006) 
agreed from their analysis of previous studies (Reidenbach, 1996, Kelly, 1998, Bloemer et al, 1998, 
Zimmerman 1999) that perceived value directly correlated with customer loyalty and did not re-test 
this connection; however, their research found that perceived value is a multidimensional construct 
that is a critical element of a customer’s delight. Their study involved over 200 people from a variety 
of banks in Valencia, Spain. They used factor loading to find that the two constructs which had the 
highest functional values were emotional value (‘I am happy with the services at my bank’/‘I feel 
relaxed when I am at my bank’) and contact with personnel (‘the personnel know their job well’), 
which may be culturally different due to personal contact being highly valued in Mediterranean 
countries. Still, the study was important because it showed how multidimensional perceived value 
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could be to a bank’s customers, allowing it to understand key factors that it can improve in order to 
generate a competitive advantage over other banks. Bittner and Larker’s (1996) previous studies 
helped lay the ground work for this study by originally validating the financial positive correlation 
between perceived value and financial incentives such as price-earnings ratio. 
More recently, Tarus et al. (2013) investigated perceived value in a mobile phone setting in Kenya. 
Their results from 140 questionnaires indicated a strong relationship between perceived value and 
customer loyalty and, through a moderated linear regression, they were able to support their 
hypothesis that perceived value positively affects customer loyalty.  
Many investigations have justified including perceived value amongst the antecedents to customer 
loyalty (Roig et al., 2006, Xu et al., 2015), although other studies view perceived value as only having 
an indirect link to loyalty through satisfaction (Coelho and Henseler, 2012, Picón-Berjoyo et al., 
2016). Perceived value can be extremely subjective, as it deals with how a customer feels about an 
item or service and how much they think it is worth to them. This can depend on how much 
knowledge of the service or product the customer has (Leroi-Werelds et al., 2014). Value does not 
always mean monetary and can also be equated to a customer’s time and trade-off perceptions (Xu 
et al., 2015). Lewis and Soureli (2006) found that when customers perceive they are getting good 
value for their money, compared to other banks, they have a higher tendency to remain loyal; 
therefore:  
H4: There is a strong and positive relationship between perceived value and loyalty. 
and 
H4a: Product type moderates the relationship between perceived value and loyalty.  
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4.3.6 Switching costs 
The role that satisfaction plays in the loyalty relationship is only strengthened when other variables 
are included. Switching costs have been found to act as a mediator (Picón-Berjoyo et al., 2016). 
Many studies have investigated the role of switching costs and customer loyalty (Anderson and 
Sullivan, 1993, Oliver, 1999, Dick and Basu, 1994, De Ruyter et al., 1998, Picón-Berjoyo et al., 2016, 
de Matos et al., 2013) and have found that switching costs have a dramatic effect on customer 
loyalty. Switching costs are the costs involved for a customer to switch from one company to 
another (Heide and Weiss, 1995). Another definition given by Jones et al. (2002) is that ‘switching 
costs can be thought of as barriers that hold customers in service relationships’ (p. 441). Fornell’s 
(1992) switching barriers included ‘search costs, transaction costs, learning costs, loyal customer 
discounts, customer habit, emotional cost, and cognitive effort, coupled with financial, social and 
psychological risks on the part of the buyer’ (p.10).  
Switching costs in banking generally describe what it would cost a customer (financially and/or 
emotionally) to switch to another bank. An example of a financial switching cost would be a closing 
fee for a mortgage. If a customer chooses to close their mortgage account with one bank to open up 
one with another, their current bank would most likely (depending on terms and agreements) 
charge a ‘closing cost’. This switching cost could deter a customer from leaving their main bank. An 
emotional or psychological switching cost tends not to have a financial value, but rather involves the 
time and energy of a consumer. A good example of an emotional or psychological switching cost 
would be a customer who has multiple accounts at one bank. For the sake of this example, they are 
a mortgage, credit card and savings account with their main bank. Another bank has given this 
customer an incentive to move to it, but in order to switch banks the customer would have to close 
their accounts which are ‘linked’ to many bills, online shopping sites and automatic bill pay 
programs. If the customer closes the accounts, they would have to spend time changing the account 
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information with each individual vendor, which would cost them time. A customer could also form 
an emotional attachment to one of the employees, making it harder for them to switch banks. 
Gremler and Brown (1996) conducted an in-depth study into the services industry (including 
banking) and found that, for services, switching costs play an even more pivotal role due to 
emotional attachments. In their study results, six switching costs played a significant role in the 
development of loyalty; these components of switching costs were inertias, set-up costs, search 
costs, learning costs, contractual or continuity. Inertia is related to a consumer buying out of habit 
(Dick and Basu, 1994). Set-up costs are the monetary costs a consumer must pay to access the 
service or product. If a consumer is opening a mortgage loan, they would have to pay a non-
refundable application and set-up cost for the loan. Search costs are costs associated with the 
customer finding the right seller (Reynolds, 2007), although with the availability of the Internet, 
these costs would be much smaller. Learning costs are associated with a consumer’s time and 
energy spent on learning a new system, website or application on their mobile device (Del Giudice 
and Della Peruta, 2016). Contractual costs are those associated with how much a consumer must 
spend to receive a certain benefit.  
In banking, switching costs can be even higher due to contractual costs, especially with loans. A 
mortgage or line of credit will have a cancellation charge if the customer wishes to close an account 
or change banks. 
Jones et al. (2002) proved in their research that switching costs relate not only to loyalty but also to 
a customer’s plans to make further purchases. Even in retail banking, competing banks realise the 
impact that switching costs have on customer loyalty and offer cash premiums or heavily discounted 
introductory rates in the attempt to lure customers and diminish the pain of switching costs (Yang 
and Peterson, 2004). 
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Further studies have addressed the holistic view of customer loyalty and included switching costs as 
a mediator to loyalty in their initial framework development but failed to find the mediating 
relationship – rather, a direct relationship between switching costs and loyalty (Lam et al., 2004). 
Perhaps the failure to identify a strong mediating role for switching costs in this study was due to the 
industry type of courier services.  
Dagger and David (2012) were able to create a solid model of the strength in relationship between 
satisfaction and loyalty and the role that switching costs play in the strength of this relationship. 
Using structural equation modelling the authors were able to discover that the positive effect which 
satisfaction conclusively has on loyalty is much weaker when the perceived switching costs are 
higher. De Matos et al. (2013) found that switching costs significantly interacted with satisfaction 
and that the higher the perceived switching costs, the lower the effect satisfaction had on loyalty; 
therefore: 
H5: There is a strong and positive relationship between perceived switching costs and 
loyalty. 
and 
H5a: Product type moderates the relationship between perceived switching costs and 
loyalty.  
4.3.7 Commitment 
Commitment is a popular construct in many areas of study, especially in the services area, where the 
propensity for commitment to occur is higher than for physical products. Commitment can be 
explained as a ‘desire to maintain a relationship’ (Fullerton, 2003) and the drive to want to expand 
and enhance the relationship (Bendapudi and Berry, 1997).  
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When a customer exhibits commitment to a service provider, they would be less likely to leave if 
there were a price increase. Fullerton’s (2003) study found that employers must consider 
commitment a very important construct in the loyalty relationship and must reach out to their 
customer base on an emotional level rather than always on a financial one. Building on this idea was 
Evanschitzky et al.’s (2006) research, which suggested that, if customers of a service organisation 
create an emotional bond with employees, the loyalty will be a more ‘enduring’ one compared to 
any kind of economic benefit or switching cost.  
Commitment can be divided into two categories: affective and continuance (Evanschitzky et al., 
2006, Fullerton, 2005). Affective commitment implies free choice (Evanschitzky et al., 2006) and can 
have a positive impact on customer loyalty whereas continuance commitment is when the customer 
has more perceived costs and benefits and can be more of a dependence on the belief that the 
customer has to stay (Fullerton, 2005). Affective commitment was strongly associated with switching 
costs and inertia but not correlated with loyalty in Lewis and Soureli’s (2006) research; however, 
other research contradicts these findings.  
Morgan and Hunt (1994) found customer commitment to be a natural antecedent to customer 
loyalty and Dick and Basu (1994) view it as a requirement for loyalty. Commitment is an emotional 
attachment to someone or something and is important when studying loyalty, as it can be a strong 
bond between customer and company. Affective commitment has been found to influence loyalty 
much more than any other type of commitment (Fullerton, 2003, Morgan and Hunt, 1994). Although 
other factors such as satisfaction and quality have much attention in the literature, commitment is a 
strong construct which can also play a decisive role in a customer’s loyalty (Rai and Srivastava, 2013).  
Consumers should have a deep emotional attachment to or liking for their company in order to 
develop a deep commitment (Fullerton, 2003). Having this deep commitment decreases the 
tendency for the customer to depart (Ganesh et al., 2000). Therefore: 
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H6: There is a strong and positive relationship between commitment and loyalty. 
and 
H6a: Product type moderates the relationship between commitment and loyalty.  
4.4 Tabulation of the research 
The taxonomy in Table 4.4.1 with the key investigations in section 2.3 and contributing theoretical 
models in section 2.4 helped frame the antecedents which were the main focus of the study. This 
tabulation underpins the antecedent variables which were added to the model directly. 
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4.5 Proposed model and hypotheses  
The framework in Figure 4.5.1 was developed by Lau et al. (2014) and underpins this study. This 
model was chosen based on its simplistic design, which is focused on marketing and has the ability 
to link to the marketing decision makers, enabling them to make better decisions on product 
marketing. It also allows for the addition of other key antecedent variables to be tested. 
 
Figure 4.5.1 Lau et al. (2014) customer loyalty framework 
 
Based on the above framework, this study proposes in the following framework a summary of its 
hypotheses. 
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Figure 4.5.2 Customer loyalty framework with product type as a moderator 
 
Table 4.5.1 Hypotheses summary 
Hypotheses Expected 
H1 Service quality has a strong and positive influence on customer satisfaction. 
H2 There is a strong and positive relationship between customer satisfaction and customer loyalty. 
H2a Product type moderates the relationship between customer satisfaction and customer loyalty. 
H3 There is a strong and positive relationship between trust and loyalty. 
H3a Product type moderates the relationship between trust and loyalty.  
H4 There is a strong and positive relationship between perceived value and loyalty. 
H4a Product type moderates the relationship between perceived value and loyalty.  
H5 There is a strong and positive relationship between perceived switching costs and loyalty. 
 
Chapter 4: Model and hypothesis development 
95 
Hypotheses Expected 
H5a Product type moderates the relationship between perceived switching costs and loyalty.  
H6 There is a strong and positive relationship between commitment and loyalty. 
H6a Product type moderates the relationship between commitment and loyalty. 
4.6 Chapter summary 
Chapter 4 documents the building of a theoretical framework from the literature review, tabulation 
and existing frameworks and creates the road map for the following chapter, testing the 
relationships between each of the antecedent variables and customer loyalty. Furthermore, the 
chapter introduces product type to the model and justifies its addition to the framework. 
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Chapter 5: Methodology and research design 
If we knew what it was we were doing, it would not be called research, 
would it? 
Albert Einstein  
5.1 Introduction 
This thesis is an empirical study of customer loyalty in retail banking in Australia and the role that 
product type has in this evaluation. This chapter explains the justification of the methods, data 
collection and data analysis used in this thesis. A quantitative method was chosen as the best fit for 
the study based on previous examinations in the field and is discussed further in the chapter. 
Following the discussion on research design and justification for the survey panel selection, the 
questionnaire data and constructs are discussed. In section 5.7, statistical techniques which were 
used in this study are presented and explained.  
Briefly the chapter discusses the ethics process undertaken and the approvals obtained for this 
study. In section 5.9, details are given of the reliability and validity of the data analysis. 
5.2 Methodological approach and research design 
Quantitative and qualitative research paradigms rest on very different assumptions about both the 
nature of knowledge (epistemology) and the generation of knowledge (methodology) (Creswell, 
2008). Given previous studies, constraints on time and budgetary factors, the study uses a research 
design most suitable for the investigation into customer loyalty, the many constructs and 
antecedents, and the testing of product type as a moderator. Research using both methods was 
investigated; however, qualitative research tends to gather a large amount of information from a 
small number of subjects and is observational in nature (Veal, 2005), whereas quantitative attempts 
to explore identified issues or problems and utilises statistical techniques and data to determine 
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whether the generalisations of a theory hold true (Veal, 2005, Creswell, 2008). For this thesis, a 
quantitative approach was taken. 
5.3 Quantitative methods 
Quantitative research models are a deductive process; they seek cause and effect.. Their research 
models are logical and maintain an evolving design in which categories are identified during the 
research process (Mason, 2002). Since the main purpose of the study is to test the validity of a 
model (customer loyalty and its constructs) and a moderator, a quantitative approach was found to 
be the most appropriate.  
In terms of epistemology, quantitative research assumes the researcher to be independent from 
that being researched, approaching the research process in a value-free and unbiased manner 
(Creswell, 2008). 
Although there are three types of quantitative methods (experiments, quasi-experiments and 
surveys), a questionnaire was used for this study, as it investigated the characteristics of a larger 
population. The literature review in Chapter 2 pointed the researcher in the clear direction of using a 
quantitative approach, as adopted in many empirical studies in the field. Furthermore, the decision 
to use a survey is widely supported and verified by various academic studies of customer loyalty 
(Bodet, 2008, Pont and McQuilken, 2005, Rust and Zahorik, 1993, Bloemer and Ruyter, 1999, 
Bloemer and Odekerken-Schröder, 2007, Lee and Moghavvemi, 2015, Nyadzayo and Khajehzadeh, 
2016, Dagger and David, 2012).  
5.3.1 Surveys or questionnaires 
Questionnaires or social surveys are a method used to collect standardised data from large numbers 
of people (Ackroyd and Hughes, 1981). Questionnaires are generally the same questions asked in the 
same way to a group of respondents. They are used to collect data in a statistical form. 
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Questionnaires are used to ask participants a series of questions on either fact or opinion. Here they 
are used to confirm customer loyalty, to test the antecedents of loyalty and to determine if product 
type is a moderator.  
Primarily it is critical that the survey can ask questions which determine whether the respondents 
are loyal to their banks. To determine this, questions are asked about whether they have a strong 
desire to remain with their bank in the future, would recommend it to others and would consider 
their bank as their first choice in future purchases (Lewis and Soureli, 2006). There is further 
construct discussion in the next section of this chapter. 
Numerous studies have utilised questionnaires as a valid tool to obtain data within the field of 
customer loyalty. In a 2001 study investigating a model of customer loyalty in a retail banking 
market, Beerli et al. (2001) used a quantitative approach by developing a questionnaire which 
yielded responses from 576 participants. This number was found to be acceptable for their study 
and their research was pivotal in developing a model determining if switching costs played a role in 
determining a client’s loyalty and satisfaction. In an Australian based study, Pont and McQuilken 
(2005) utilised a similar approach and were able to identify from a total of 102 questionnaire 
responses that there was no difference in customer loyalty and satisfaction between two divergent 
sectors of students and retirees.  
A more recent study using questionnaires was able to determine the importance of service quality 
and satisfaction to the Vietnamese banking sector and found satisfaction to be a moderator to 
loyalty (Ngo Vu and Nguyen Huan, 2016). A combination of an attitude study and explanatory study 
was used. The goal of the attitude study was to attempt to measure respondents’ opinions on banks 
and their loyalty. The explanatory questions are used to gain insight into what product, if any, would 
challenge this loyalty. 
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This research has three phases: 
 
The advantages of using a questionnaire are that it gives the researcher the ability to collect a large 
amount of data efficiently and cost-effectively and it is excellent for answering a variety of questions 
(Thomas, 2003). Thousands of questionnaires with numerous questions could be sent out at little 
cost over a short period of time, since they are sent out online and are completely paperless. 
Furthermore, questionnaires can easily help obtain information about people’s behaviour, attitudes 
and opinions (Smith, 2006). 
Since the questionnaire was sent out via email and required the respondents to fill in their responses 
online, participants could generally be more honest, as they could be completely anonymous (Brace, 
2008). Another advantage of using a questionnaire as a data collection method is that it can be easily 
quantified by either a researcher or a software package (Ackroyd and Hughes, 1981). This study uses 
the SmartPLS 3.0 statistical package provided by the University of Wollongong. 
Whilst this method of data collection can be easy to use, there are some disadvantages (Popper, 
2002). Since respondents are typically alone while answering the surveys, if they have a query 
Phase III: Analysis of data 
Exporting data into SmartPLS 
and Excel Testing relatability of data 
Beginning overall analysis of 
data and fit of the model 
Phase II:  Administration and collection of online 
questionnaires 
Choosing online panel survey company and 
administering the survey Collection and sorting through data 
Phase I:  Questionnaire development 
Identification of questions used in key literature 
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regarding one of the questions, they have no one to speak with and therefore may misinterpret the 
question or skip it altogether. To address this issue, the questionnaire is designed to force 
participants to answer each question and not allow respondents to look ahead, inevitably alleviating 
some issues of missing data (O'Neill, 2004). This, however, does not provide a solution if the 
participant does not understand the question. Initiating a pilot test of the questionnaire with 
students or friends may help identify any ambiguous questions or queries arising from some of them 
(Milne, 1999). A pilot test was completed prior to the main study being released. 
Other disadvantages which Ackroyd and Hughes (1981) mention are that phenomenologists believe 
quantitative research is simply an artificial creation by the researcher, as it is asking only a limited 
amount of information without explanation, that it lacks validity and that there is no way to tell how 
truthful a respondent is being. However, positivists believe that quantitative data can be used to 
create new theories and/or test existing hypotheses (Ackroyd and Hughes, 1981). If there is a good 
sample of participants and an online survey is used for a larger sample, it is not necessary to interact 
with the participants, as the behaviour of the participants is being analysed (Evans and Mathur, 
2005). 
The chart below shows some of the major strengths and weaknesses of online surveys. 
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Figure 5.3.1.1  Major strengths and weaknesses of online surveys 
 
Figure 5.3.1.2 illustrates some possible solutions to the inevitable weaknesses of online surveys. 
Evans and Mathur, 2005 
 
Chapter 5: Methodology and research design 
102 
  
 
Figure 5.3.1.2  Weaknesses of online surveys 
 
5.3.2 Survey design 
The overall design of the questionnaire was principally based on multi-item measurement scales 
taken from previous studies in customer loyalty in retail banking which used five-point Likert-type 
scales (Dagger and David, 2012, Lewis and Soureli, 2006, Muturi et al., 2013, de Zwaan et al., 2015). 
The questionnaire was not very long and took only about 10 to 15 minutes of each respondent’s 
time. This was done to ensure the respondent did not get bored and potentially end the survey 
before completing it. 
Evans and Mathur, 2005 
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The design was based on multiple questions using a standard five-point Likert-scale ranging from 1 –
 5 (1 = completely agrees, 5 = completely disagrees). An example of one of the questions from the 
survey is below. Each question was coded to correspond with the 1 – 5 Likert-scale for analysis post-
study. 
Table 5.3.2.1  Example of questions from questionnaire 
 
The design used was inspired by numerous studies in the field (Bodet, 2008, Pont and McQuilken, 
2005, Rust and Zahorik, 1993, Bloemer and Ruyter, 1999, Bloemer and Odekerken-Schröder, 2007, 
Lee and Moghavvemi, 2015, Nyadzayo and Khajehzadeh, 2016, Dagger and David, 2012, Dick and 
Basu, 1994, Lau et al., 2013, Lewis and Soureli, 2006).  
There were three sections in the questionnaire. The first section aimed to determine whether the 
participant utilises one of the top four banks in Australia (ANZ, Commonwealth, NAB or Westpac) 
and to determine whether they use one of the product types (superannuation account, transaction 
account or savings account). If the participant chose none of the above, the survey ended. Once the 
respondent selected from the three product types, the survey asked only about the product type 
which was selected.   
 The second section asked about the main constructs in this study: loyalty, involvement, perceived 
value, service quality, image, trust, satisfaction, commitment, inertia and switching costs. The last 
section was used to collect demographic data of the participants. Demographic data included age, 
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sex, work, urban/rural living, marital status, income, debt, mortgage/rent/own home, education 
level and number of dependants. Post-questionnaire, the thesis direction was re-evaluated in order 
to place a strong emphasis on the service quality  satisfaction  loyalty relationship and those 
constructs which were most researched in the retail banking industry. Most questionnaire items 
were retained but inertia, image and involvement were removed from the analysis. 
A draft of the initial questionnaire was given to the two supervisors and academics on the project, 
one with extensive knowledge in the bank marketing industry and quantitative surveys and the 
other with rigorous knowledge in research design and writing. The supervisors gave close attention 
to the factors used to test the constructs and scales used and offered minor adjustments for a better 
fit. Lastly, the supervisors suggested that having 22 SERVQUAL items made the questionnaire very 
long and could potentially alienate the respondents. Further research was undertaken and a new 
five-item scale was found in more recent literature and used for the questionnaire (Kipkirong Tarus 
et al., 2013, Lewis and Soureli, 2006, Lai et al., 2009). 
5.3.2.1 Pilot test 
A small pilot test of the questionnaire was completed to assess if there were any errors or flow 
problems in the survey and to eliminate ambiguity in any potential questions. The pilot test was 
performed on 25 professional work colleagues, all of whom used one of the top four banks. Using a 
small number of associates to test the appropriateness of the study before sending it out reduced 
possible non-response bias (Sekaran and Bougie, 2016). 
The questionnaire was administered through Qualtrics (www.qualtrics.com), which is an online 
survey technology provider. One of the company’s focus points is academic research and 99 of the 
top 100 business schools use the platform. The University of Wollongong uses Qualtrics for its 
academic research in the Sydney Business School.  
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The colleagues were asked: (1) if the design was appealing, (2) if the flow worked, (3) if there was 
anything confusing or that did not make sense, (4) if there were any spelling or grammatical errors 
and (5) if they found it boring or interesting. After five responses, some flow errors were identified 
and the questionnaire in turn corrected and re-sent to the remaining participants. The majority of 
respondents found the survey ‘very easy to navigate’ and stated that it ‘didn’t take too long’. Some 
minor grammatical errors were also found and corrected. 
5.3.2.2 Constructs  
The following table shows the constructs tested in the study, the number of items and where the 
questions were adapted from. 
Table 5.3.2.1 List of constructs and number of items used in the study 
Constructs # of items Adapted from 
     
Customer loyalty 5 Lewis, B. R. & Soureli, M., 2006 
Switching costs 3 Lee and Neale, 2012 
Commitment 4 Nyadzayo and Khajehzadeh, 2016 
Satisfaction 5 Dagger and David, 2010 
Trust 5 Nyadzayo and Khajehzadeh, 2016 
Perceived value 5 Nyadzayo and Khajehzadeh, 2016 
Service quality 5 Kipkirong Tarus, D. and Rabach, N., 2013 
 
Customer loyalty is conceptualised as being two-dimensional (behavioural and attitudinal) and is 
measured as such. The study adopts the five items Lewis and Soureli (2006) used in their 
investigation into the antecedents into customer loyalty. Switching costs are adopted from Lee and 
Neale (2012). The study measures banking customers’ perception of service quality using Zaithaml et 
al.’s (1996) five dimensions (SERVQUAL): tangibles, empathy, responsiveness, reliability and 
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assurance. SERVQUAL is a 22-item measurement too; however, given the study aims to research 
customer loyalty and its antecedents, the researcher found 22 items to be too cumbersome for a 
short Internet banking study and reduced the number of items to five based on the previous works 
of Kipkirong (2009). This was supported by numerous studies using these five items (Lewis and 
Soureli, 2006, Lai et al., 2009). In order to evaluate customer satisfaction, the study adopts the 
measurement items from Dagger and David (2010).  
Commitment is tested as an attitudinal dimension and the study adopts the measurement items 
from Nyadzayo and Khajehzadeh (2016) and uses their items for perceived value and trust.  
5.4 Survey sample selection 
A good sample should be representative of the population so that, when you evaluate the results 
from the specific population, they would look similar if the researcher had tested the entire 
population (Fricker, 2014).  
The study uses a non-systematic approach of convenience sampling through an online panel 
company, SSI. The study chose this strategy, as it is less time consuming and the most cost-effective 
(Schonlau et al., 2002). The respondents are pre-selected using criteria requirements such as age, 
whether they use one of the three product types and whether they currently use one of the top four 
banks (ANZ, Commonwealth, NAB and Westpac). The consumers are rewarded via the survey 
sampling company with points that they can accumulate to make later purchases for gift cards and 
similar. The respondents are instructed to complete the survey only once and may collect rewards 
only once for their submissions. Bambrick et al. tested the effectiveness of Internet survey research 
and found it to be able to reproduce a sample which is ‘at least as representative as traditional 
phone surveys, and at a much lower cost’ (p. 2). A cautious approach was adopted, however, and, as 
mentioned before about bias when obtaining Internet survey responses, the study inherently 
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excludes those in remote areas and without Internet access (Bambrick et al., 2009). However, this 
survey lends itself to the assumption that the target population would be savvy with the Internet.  
5.4.1 Obtaining the sample 
The researcher sent a copy of the survey which was designed in Qualtrics to the account manager at 
SSI. The only parameters which were discussed were that participants needed to be Australian 
residents, be over the age of 18 and use a transaction, savings or superannuation account with one 
of the top banks, as discussed earlier. SSI took the link and sent it out to an undisclosed number of 
their panellists. Quickly it was apparent that transaction and savings accounts were much more 
popular among this demographic so once the target number of surveys was reached for them, SSI 
asked only about superannuation. This helped the research obtain a total of 416 valid 
questionnaires. 
Online panels are becoming an increasingly quick, inexpensive and convenient method for 
conducting research experiments (Ray and Tabor, 2003, Grover and Vriens, 2006). A panel is a 
sample of representative units that regularly complete surveys (Grover and Vriens, 2006). 
Some disadvantages to using online panels can be that they may only respond in extremes, they are 
anonymous therefore might give 1’s for everything imply in order receive the reward and not all who 
are invited tend to respond (Duffy et al., 2005).  However there are many benefits of using online 
panels (OPs) as the researcher already knows the demographics of the participants and can assign 
them a unique identifier (Evans and Mathur, 2005) and that the database of respondents is usually 
large and pre-screened, which makes them inexpensive to use and surveys which have been given all 
1s or all 5s are removed prior to analysis (Grover and Vriens, 2006).  
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5.5 Sample size 
The subjects being studied are given the name population (Veal, 2005). In this instance, population is 
described as the adult population of Australia.  
In order to determine the appropriate sample size for the study, population size, margin of error, 
confidence level and standard deviation are reviewed and calculated. 
The population size of Australia is over 24,000,000 (ABS, 2016b). What is important in calculating a 
suitable sample size with this figure is not a percentage of the total population, but an absolute size 
(Veal, 2005). The study targeted Australian residents or citizens over the age of 18 who use 
superannuation, transaction or savings accounts from one of the main four Australian banks 
(Westpac, ANZ, Commonwealth or NAB).  
A margin of error occurs when only a portion of the entire population is sampled. This study uses a 
small proportion of the total population, as it would be very difficult, expensive and unnecessary to 
survey a percentage of Australia’s population. A margin of error is a statistical sampling error in the 
overall survey (Wonnacott and Wonnacott, 1990). It also determines how much above or below the 
mean of the population the sample will fall (Ticehurst and Veal, 2000). 
A general rule to an acceptable margin of error level in business research when using categorical 
data is five percent (Anderson et al., 2014). The margin of error for this study is +/- 5 percent. 
The confidence interval estimates how confident the researcher is that the actual mean falls within 
the confidence interval and the most common confidence intervals are 90 percent confident, 
95 percent confident, and 99 percent confident (Anderson et al., 2014). 
Since it is impossible to survey the entire Australian population who use one of the four top banks, 
the study uses a sample of the population. Researchers have studied the likely pattern of 
distribution of various samples from different sizes from different levels of population (Veal, 2005).  
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As Figure 5.5.1 illustrates, a sample which is randomly drawn has a 95 percent chance of producing a 
value that is within two standard errors of the sample value (Veal, 2005). 
 
Figure 5.5.1 Sample proportions (Sullivan, 2013) 
 
The most common confidence intervals are: 
90% – Z Score = 1.645 
95% – Z Score = 1.96 
99% – Z Score = 2.326 
The study uses a 95 percent confidence interval since the sample size is large enough. A standard to 
the deviation is how far apart the data is from the mean. The more disperse the data, the higher the 
deviation. To find the sample size the study assumes a standard deviation of .5. The sample size 
calculation used is as follows: 
Necessary Sample Size = (Z-score)² – StdDev*(1-StdDev) / (margin of error)² 
 (Smith, 2006). 
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We assume a 95 percent confidence level, .5 standard deviation and a confidence interval of +/-5%: 
((1.96)² x .5(.5)) / (.05)² 
(3.8416 x .25) / .0025 
.9604 / .0025 
384.16 
Hence a minimum of 385 respondents is needed. The actual number of complete responses received 
was 416, which is greater than the minimum required. 
5.6 Ethics 
All aspects of conducting research have ethical implications. The Australian National Statement on 
Ethical Conduct in Research Involving Humans (2007) states that research must seek appropriate 
ethics approval if the research is going to involve humans. Human research includes conducting 
interviews, observing human behaviour and administering questionnaires or surveys. Since the 
research involves questionnaires, the University of Wollongong Human Research Ethics Committee 
Application for approval to undertake research involving human participants was completed. 
Ethics application HE 14/002 was approved by the University of Wollongong Human Research Ethics 
Committee until 16/05/2019. A copy is located in Appendix A. 
Any participant who responds to the invitation will have freedom of consent. Participants’ privacy 
and confidentiality are respected at all times. Any coding will not personally identify the participant. 
This information was given in the Participant Information Sheet and is included with the ethics 
application. 
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5.7 Statistical technique used 
Once the questionnaires were completed, they were downloaded into Excel and SPSS version 23. 
The data was checked for incomplete surveys and respondents who answered the same throughout 
the survey (that is, selecting ‘3’ the entire way through). After the researcher removed the 
incomplete and erroneous questionnaire responses, the total number of completed and usable 
surveys was 416. Once the data was in a workable format, the researcher coded and organised the 
data into combined constructs and began testing them in SmartPLS.  
5.7.1 Structural equation modelling and partial least squares 
‘Structural equation modelling (SEM) can perhaps best be defined as a class of methodologies that 
seeks to represent hypotheses about the means, variances and covariances of observed data in 
terms of a smaller number of “structural” parameters defined by a hypothesized underlying model’ 
(Kaplan, 2000, p1). SEM is a multi-variate statistical analysis method used to analyse structural 
relationships (Hox and Bechger, 2007) and has the ability to combine a selection of popular 
statistical procedures such as ANOVA, multiple regression analysis and factor analysis (Nachtigall et 
al., 2003). ‘It estimates the multiple and interrelated dependence in a single analysis’ (Hox and 
Bechger, 2007). This type of analysis is favoured among those in the marketing and behavioural 
sciences and, when researchers are examining effects between constructs such as satisfaction and 
attitude, SEM is the likely choice of statistical modelling (Monecke and Leisch, 2012). 
SEM is considered for its flexibility, since it can perform a multitude of regression analyses on latent 
variables to observed variables (Nachtigall et al., 2003). ‘Since SEM is designed for working with 
multiple related equations simultaneously, it offers a number of advantages over some more 
familiar methods and therefore provides a general framework for linear modelling’ (Monecke and 
Leisch, 2012).  
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SEM can be used as a confirmatory factor analysis (CFA) model and substantiate whether latent 
variables have a direct or indirect effect on a dependent variable via another latent or independent 
variable (Nachtigall et al., 2003).  
5.7.1.1 Structural equation modelling with partial least squares path modelling 
Partial least squares (PLS) is considered an extension of the multiple regression model (Hair et al., 
2012), as it extends it without restrictions imposed by discriminant analysis. PLS takes into account 
the latent and explanatory variables, as it deals in multicollinearity, attempting to explain any 
variance of the variables in the model (Chin, 1998). It is useful when researchers are attempting to 
predict dependent variables from a large set of independent variables (Abdi, 2003). ‘Since PLS-SEM is 
based on ordinary least squares regressions, it has minimum demands regarding sample size and 
generally achieves high levels of statistical power’ (Hair et al., 2012, p 416). Partial least squares is 
viewed as the ‘most fully developed and general system’ (McDonald, 1996, p 240). This approach 
can also be favoured to a single regression, as it has the capability to test the entire conceptual 
model and is widely used in marketing research (Hair et al., 2012). According to Hair et al. (2016), 
researchers should utilise PLS-SEM when the model is complex and the research intends to be 
predictive of the constructs (p. 23). Of the more recent banking studies identified in Chapter 2, 50 
percent utilise structural equation modelling and over 50 percent of those utilise partial least 
squares.  
The research utilises SmartPLS3.0, which is a software that specialises uniquely in partial least 
squares path models (Ringle et al., 2015). The software allows users to drag and drop latent 
variables into a path model and assign data indicators to each of those variables (Monecke and 
Leisch, 2012). ‘Besides bootstrapping and blindfolding methods it supports the specification of 
interaction effects’ (Monecke and Leisch, 2012).  
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5.7.1.2 Sample size with PLS-SEM 
‘The minimum sample size in a PLS-SEM analysis should be equal to the larger of the following 
(10 times rule), one (1) 10 times that largest number of the formative indicators used to measure 
one construct or two (2) 10 times that largest number of structural paths directed at a particular 
construct in the structural model’ (Hair Jr et al., 2016, p28). Since a majority of the indicators are 
reflective, the study uses the second rule and has by far exceeded the recommendations, with 416 
respondents.  
5.7.2 Multigroup analysis and moderation 
A moderating variable is a variable which can affect the strength or direction of a relationship 
between a latent variable and a dependent variable (Baron and Kenny, 1986). An example could be 
gender between the satisfaction and loyalty variables. The moderating variable would be gender 
(male or female) and the variable is not dependent on any other external (exogenous) construct. 
Latent variables can be either exogenous or endogenous. The difference between the two types of 
latent variables can be seen on a path model, with the exogenous variable having only one arrow 
going out of it while on the other hand the endogenous variables could have arrows going both in 
and out or solely in (Hair Jr et al., 2016). 
A moderating variable is very similar to a mediating variable. The commonalities between the two lie 
in the fact they both affect the strength of the relationship between two variables (Hair Jr et al., 
2016). The main distinction between them, however, is that a mediating variable is dependent on 
the exogenous construct (Hair Jr et al., 2016). The moderating variable can affect the relationship 
between two variables but is not dependent on an external construct. If there is no effect once the 
moderating variable is introduced, then there is no significant effect.  
When working within an entire model with many variables, if the relationship between the latent 
variables and the dependent variable attempts to be tested for any possible moderating effect, the 
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moderating variable would only test the change in the relationship between the two variables. An 
example of a moderating variable is provided in Figure 5.7.2.1. 
 
Figure 5.7.2.1 Example of a moderating variable 
 
‘Commonly in multigroup analysis, a population parameter β is hypothesized to differ for two 
subpopulations, i.e. β(1) ≠ β(2). Referring to PLS path modelling, researchers would ask whether 
differences in path coefficients between subsamples, say b(1) and b(2) are significant’ (Henseler, 
2007). A multigroup analysis, or group effect, is another way of testing a categorical moderating 
variable’s effect on the model (Henseler, 2007). 
Once the model’s main effects have been found, a multigroup analysis shows the effect the different 
subgroups have on the entire model. Using a moderator to test the relationship between customer 
satisfaction and customer loyalty will give a good indication of how this particular relationship on its 
own is affected by product type, but the main objective is to test the model in the two distinct 
subgroups of low-involvement products and high-involvement products with the use of a multigroup 
analysis, thereby allowing the strength of the entire model to be tested. Becker (2006) confirms this 
argument on a SmartPLS forum about categorical moderators and suggests that, in order to test the 
significance between groups for the entire model, a multigroup analysis should always be 
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performed. The following figure shows the example of a moderating effect by using group 
comparisons, otherwise known as a multigroup analysis.  
 
Figure 5.7.2.2  Example of a moderating effect through group comparisons (multigroup) 
 
Many other studies support the use of multigroup analysis with structural equation modelling, as 
seen in Table 5.7.2.1. 
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Of the 416 respondents, 51 percent were female and 49 percent male. The majority owned their 
own home while still paying off a mortgage (38 percent), 46 percent had no dependants while 43 
percent had one or two. The majority worked full time (46 percent), 85 percent had a Bachelor’s 
degree or higher and 89 percent were living in a metropolitan area. The salaries were fairly evenly 
distributed, with the majority, 42 percent, being mid-range, from $20,800 to $65,000. A surprising 
10 percent earned more than $156,000 per annum. With regard to current debt levels, 32 percent 
had no debt and 10 percent owed more than AU$100,000. This number was not inclusive of 
mortgages. In addition, 51 percent of respondents were married, with 36 percent having never 
married. In terms of age, the largest group to respond were Gen Y (47 percent) followed by Gen X 
(24 percent). Table 5.8.4.1 shows the generation classifications used in this study (Armstrong et al., 
2018). 
Table 5.8.4.1  Demographic environment – Generational information defined 
Generation name If born: 
Traditionalists Before 1945 
Baby Boomers Between 1946 – 1964 
Generation X Between 1965 – 1976 
Generation Y (Millennials) Between 1977 – 2000 
 
5.9 Descriptive statistics 
Table 5.9.1 Descriptive statistics 
  N Minimum Maximum Mean Std. 
deviation 
Statistic Statistic Statistic Statistic Std. 
error 
Statistic 
Loyalty  416 1 5 3.57 .038 .782 
Switching costs  416 1 5 3.71 .042 .852 
Commitment  416 1 5 3.48 .051 1.030 
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  N Minimum Maximum Mean Std. 
deviation 
Statistic Statistic Statistic Statistic Std. 
error 
Statistic 
Satisfaction  416 1 5 3.74 .044 .898 
Trust  416 1 5 3.71 .050 1.016 
Perceived value  416 1 5 3.56 .044 .899 
SERVQUAL  416 1 6 3.84 .045 .925 
Valid N (listwise) 416 
 
5.10 Chapter summary 
In summary, this chapter discusses the main justification in using quantitative research for the 
theory testing. The focus of the research was justifying the model in an Australian retail bank setting. 
This was achieved using an online panel organisation, achieving 416 responses, which was a 
sufficient representative sample, and the data will allow the use of partial least squares (PLS) for 
analysis (see Chapter 6). 
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Chapter 6: Model specification and refinement 
6.1 Introduction 
The previous chapter reviewed the research design and the reasons why SEM-PLS was chosen for 
this study. This chapter implements these methods and reports on the structural model. Following 
the specification of the model, the chapter reports on the eight stages of applying PLS-SEM to this 
study. ‘Statistical models provide an efficient and convenient way of describing the latent structure 
underlying a set of observed variables. Expressed either diagrammatically or mathematically via a set 
of equations, such models explain how the observed and latent variables are related to one another’ 
(Byrne, 2010, p 7). 
6.2 PLS-SEM 
The statistical procedure used to analyse the data in the research is partial least squares – structural 
equation modelling (PLS-SEM). PLS-SEM was best suited for the study due to the exploratory and 
predictive value assigned to the constructs and within the two subgroups. ‘PLS-SEM is the preferred 
method when the research objective is theory development and prediction’ (Hair et al., 2012, p143). 
The analysis required two steps: (1) evaluation of the validity and reliability of the measures for each 
construct (Chin et al., 2003) and (2) the final evaluation of the outer (structural) model. 
6.3 A systematic procedure for applying PLS-SEM 
The study uses the following blueprint (Table 6.3.10) to navigate the PLS-SEM analysis undertaken in 
the study according to Hair Jr et al. (2016). 
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Table 6.3.10 Blueprint for the study  
 
6.3.1 Specifying the structural model (Stage 1) 
Prior to beginning any research, it is important to have the path model illustrating the hypothesis 
and relationships which will be examined. A structural model (or inner model) in PLS-SEM is the first 
of two elements of a path model (Hair Jr et al., 2016). The inner model describes the relationships 
and represents the constructs in the path model. The path model shows the constructs of service 
quality, perceived value, trust, switching costs and commitment as being exogenous latent variables 
going into the dependent variables – satisfaction and loyalty. The study investigates the causal links 
between the constructs, identifies a significance and, once a positive significance is proven, tests the 
moderating effects of product type on the entire model. 
Since the moderator is categorical (high versus low) the product type will serve as a grouping 
variable which divides the data into two groups: either low-involvement products (transaction and 
savings) or high-involvement products (superannuation). 
Stage 1 
• Specifying the structural model 
Stage 2 
• Specifying the measurement models 
Stage 3 
• Data collection and examination 
Stage 4 
• PLS Path model estimation 
Stage 5 
• Assessing PLS-SEM results of the reflective/formative measurement models 
Stage 6 
• Assessing PLS-SEM results of the structural model 
Stage 7 
• Group analysis of the PLS-SEM structural model 
Stage 8 
• Interpretation of the results and drawing conclusions 
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6.3.2 Specifying the measurement model 
The second element of the path model is the outer model, which shows the relationships among the 
variables, and the relationship is determined based on a solid measurement theory (Hair Jr et al., 
2016).  
Table 6.3.2.2  Constructs measured in study 
Constructs # of 
items in 
scale 
Cronbach’s 
alpha 
Formative/ 
reflective 
scale 
Source of scale 
      
Customer loyalty 5 .917 reflective Lewis, B. R. & Soureli, M., 2006 
Switching costs 3 .836 reflective Lee and Neale, 2012 
Commitment 4 .930 reflective Nyadzayo and Khajehzadeh, 2016 
Satisfaction 5 .934 reflective Dagger and David, 2010 
Trust 5 .960 reflective Nyadzayo and Khajehzadeh, 2016 
Perceived value 5 .933 reflective Nyadzayo and Khajehzadeh, 2016 
Service quality 5 .911 reflective Kipkirong Tarus, D. and Rabach, N., 
2013 
 
The path model below shows that there are five exogenous variables and two endogenous variables 
(loyalty and satisfaction). The moderating variable of product type has two subgroups: high-
involvement and low-involvement. The multigroup analysis results are discussed further in this 
chapter.  
The study utilises multiple items in all constructs, as seen in Table 6.3.2.1, and uses a standard five-
point Likert-scale ranging from 1 – 5 (1 = completely disagrees, 5 = completely agrees).  
PLS-SEM supports both reflective and formative models (Garson, 2016), although the reflective view 
has been historically used in social and management sciences (Coltman et al., 2008). ‘Reflective 
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models assume the factor is the reality and measured variables are a sample of all possible 
indicators of reality’ (Garson, 2016). Therefore, since the indicators are all caused by the same 
domain, they should all be highly correlated with each one and, if one of the items is removed, it 
should change the overall meaning of the construct (Hair Jr et al., 2016). In contrast, a formative 
construct is popular within the economics and sociology disciplines (Coltman et al., 2008) and items 
which define the construct do not need to have a common theme and are not interchangeable 
(Rossiter, 2002). Therefore, if one of the items is removed, it could change the overall meaning of 
the construct. 
Based on the framework and guidelines for assessing reflective and formative models (Hair Jr et al., 
2016, Rossiter, 2002), the path model is reflective, grounded on the following theoretical and 
empirical considerations: the latent constructs exist independent of the measures used (Borsboom 
et al., 2003), any change in the construct causes the same change in the item measures (Rossiter, 
2002) and items are interchangeable and share a common theme (Rossiter, 2002). Empirical 
considerations are that the items all have high and positive correlations (Jarvis et al., 2003) via an 
empirical test via internal consistency and reliability assessed via Cronbach’s alpha. 
Examples of a reflective construct can be seen in the questionnaire used in this study, since the 
items used are interchangeable and share a common theme, and all have high and positive 
correlations. 
Table 6.3.2.1 Example of reflective construct used in this study 
Satisfaction Strongly 
agree 
Somewhat 
agree 
Neither 
agree nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
My decision to use my bank was a 
wise one 
5 4 3 2 1 
I think I did the right thing when I 
decided to use my bank 
5 4 3 2 1 
I am always delighted with my bank’s 5 4 3 2 1 
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Satisfaction Strongly 
agree 
Somewhat 
agree 
Neither 
agree nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
service 
I feel good about using my bank’s 
services 
5 4 3 2 1 
Overall I am satisfied with my bank 5 4 3 2 1 
6.3.3 Data collection and examination – Stage 3 
Pursuant to the discussion in Chapter 5, the study uses quantitative data gathered from an online 
survey delivered by Survey Sampling International. 
6.3.3.1 Missing data and suspicious response patterns 
Since the research was conducted through the use on an online panel company, Survey Sampling 
International (SSI), the missing or inconsistent data was relatively minor. The data was downloaded 
into a .csv file and reviewed for missing cases or repetitive answers (such as a respondent answering 
‘1’ throughout the entire survey). Incomplete surveys were removed and an inconsistent pattern via 
straightlining (Hair Jr et al., 2016) was noted for one case, which was removed, leaving 416 valid 
cases. 
6.3.3.2 Outliers 
Outliers are responses that have been collected which are outside the normal response set. An 
example would be if the answers ranged from 1 – 5 and in the data set a 9 was seen. This would 
represent an outlier which needs investigation. No outliers were found in the analysis of the data. 
6.3.3.3 Data distribution 
It is important to be able to verify whether the data is normally distributed. PLS-SEM uses a 
nonparametric approach, since there is no assumption of normality with the data (Hair et al., 2011); 
therefore, it is not necessarily required to run normality tests when using PLS-SEM. However, ‘it is 
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important to verify that the data are not too far from normal as extremely nonnormal data prove 
problematic in the assessment of the parameters’ significances’ (Hair Jr et al., 2016, p61).  
To test for normality, the Kolmogorov-Smirnov and Shapiro-Wilk tests were performed on the data 
set, with all falling below P = .05, indicating normal distribution, as shown in Table 6.3.3.1. 
Table 6.3.3.1  Tests of normality 
  Kolmogorov-Smirnova Shapiro-Wilk 
Statistic Df Sig. Statistic df Sig. 
SC1  .247 416 .000 .871 416 .000 
SC2  .232 416 .000 .890 416 .000 
SC3  .274 416 .000 .857 416 .000 
Comm1  .229 416 .000 .892 416 .000 
Comm2  .218 416 .000 .890 416 .000 
Comm3  .200 416 .000 .897 416 .000 
Comm4  .221 416 .000 .895 416 .000 
Satis1 .229 416 .000 .873 416 .000 
Satisf2 .234 416 .000 .869 416 .000 
Satis3 .207 416 .000 .891 416 .000 
Satis4 .247 416 .000 .872 416 .000 
Satis5 .262 416 .000 .857 416 .000 
Trust1  .230 416 .000 .860 416 .000 
Trust2  .225 416 .000 .876 416 .000 
Trust3  .210 416 .000 .878 416 .000 
Trust4  .229 416 .000 .873 416 .000 
Trust5  .212 416 .000 .878 416 .000 
PV1  .193 416 .000 .896 416 .000 
PV2  .234 416 .000 .885 416 .000 
PV3  .216 416 .000 .896 416 .000 
PV4  .246 416 .000 .883 416 .000 
PV5  .244 416 .000 .884 416 .000 
SQ tan  .243 416 .000 .798 416 .000 
SQ emp  .234 416 .000 .875 416 .000 
SQ Resp .236 416 .000 .870 416 .000 
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  Kolmogorov-Smirnova Shapiro-Wilk 
Statistic Df Sig. Statistic df Sig. 
SQ relia .244 416 .000 .869 416 .000 
SQ assur .241 416 .000 .873 416 .000 
a. Lilliefors Significance Correction 
 
Hair (2016) notes that the Kolmogorov-Smirnov and Shapiro-Wilk tests give researchers ‘limited 
guidance’ in terms of normal distributions of the data and instead a skewness and kurtosis test 
should be performed. Skewness evaluates the lack of symmetry among a variables distribution and 
kurtosis assesses the randomness of the data and tests for distribution which could be too centred 
(Hair Jr et al., 2016). Table 6.3.3.2 illustrates the skewness and kurtosis of the constructs. 
Table 6.3.3.2  Tests of normality (skewness/kurtosis) 
Variable 
N Skewness Kurtosis 
Statistic Statistic Std. error Statistic Std. error 
Loyalty  416 -.872 .120 .946 .239 
Switching costs  416 -.531 .120 .109 .239 
Inertia 416 -.229 .120 -.521 .239 
Commitment  416 -.499 .120 -.311 .239 
Satisfaction  416 -.567 .120 .191 .239 
Trust  416 -.670 .120 .069 .239 
Image 416 -.628 .120 .464 .239 
Involvement  416 -.110 .120 -.179 .239 
SERVQUAL  416 -.445 .120 .079 .239 
Perceived value  416 -.497 .120 .223 .239 
 
Since the P value is not higher than +1 or less than -1, this shows the data to be evenly distributed as 
anticipated (Anderson et al., 2014).  
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6.3.4 Model estimation – Stage 4 
SmartPLS3 estimates (β) that attempts to ‘maximise the explained variance of the dependent 
construct’ (Hair Jr et al., 2016, p. 82). Table 6.3.4.1 below shows the results of running a PLS 
algorithm with max iterations set to 500.  
Table 6.3.4.1  Path coefficients 
Path coefficients         
 Hypothesis Group 
n = 416 
High-
involvement 
group 
n = 141 
Low- 
involvement 
group 
n = 275 
Path  
Service quality -> Satisfaction H1 0.786 0.817 0.774 
Satisfaction -> Loyalty H2 - H2a 0.374 0.164 0.452 
Trust -> Loyalty H3 - H3a 0.192 0.173 0.202 
Perceived value -> Loyalty H4 - H4a 0.120 0.219 0.094 
Switching costs -> Loyalty H5 - H5a 0.046 0.029 0.069 
Commitment -> Loyalty H6 - H6a 0.205 0.398 0.116 
 
On the basis of the path coefficients in the group category, service quality is a strong predictor of 
satisfaction and satisfaction is a moderately strong predictor of loyalty, whereas trust, perceived 
value and commitment are fairly low to moderate predictors of loyalty and switching costs have no 
predictive value of customer loyalty. For satisfaction there is a stronger prediction of loyalty in the 
low-involvement group over the high-involvement group and, for commitment, there is a larger 
predictor of loyalty in the high-involvement group. 
6.3.5 Evaluation of the measurement models – Stage 5 
‘Model estimation delivers empirical measures of the relationships between the indicators and the 
constructs (measurement models), as well as between the constructs (structural model)’ (Hair Jr et 
al., 2016, p. 105). Basically, this allows researchers to compare the theory with the real data. 
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PLS-SEM is concerned with the predictive capabilities of a model; therefore, the goal is to maximise 
the R2 value of the latent variables (Hair Jr et al., 2016). To ensure reliability and validity of the 
reflective structural model, it is recommended to report on internal consistency (Cronbach’s alpha, 
composite reliability), convergent validity (indicator reliability, average variable extracted), and 
discriminant validity (Hair et al., 2012, Hair Jr et al., 2016).  
6.3.5.1 Internal consistency 
The two traditional methods for evaluating internal consistency are using Cronbach’s alpha and 
composite reliability. According to Hair Jr (2016) Cronbach’s alpha is a more conservative measure of 
reliability as opposed to composite reliability, which tends to overestimate results, resulting in 
higher numbers. It is for this reason both measures are reported in Table 6.3.5.1.1. 
Table 6.3.5.1.1 Internal consistency 
Internal consistency               
Group 
High-involvement 
Group 
Low-involvement 
group 
CA CR CA CR CA CR 
Loyalty 0.917 0.938 0.919 0.939 0.916 0.938 
Service quality 0.911 0.935 0.920 0.940 0.915 0.938 
Satisfaction 0.934 0.950 0.927 0.945 0.937 0.952 
Trust 0.960 0.969 0.955 0.965 0.963 0.971 
Perceived value 0.933 0.949 0.921 0.941 0.939 0.953 
Switching costs 0.836 0.901 0.830 0.894 0.839 0.903 
Commitment 0.930 0.950 0.914 0.939 0.937 0.955 
 
Note: CA should be above .70 for internal consistency, CR values range from 0 to 1, with higher levels 
indicating higher levels of reliability (Hair Jr et al., 2016). 
 
Cronbach’s alpha should be higher than .70 for internal consistency and the composite reliability 
score should be above .70 when performing advanced stages of research (Hair Jr et al., 2016). All 
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constructs met the requirements; thus, no items were considered for removal and the model is 
deemed to have good internal consistency. 
6.3.5.2 Convergent and discriminant validity 
Construct validity is an essential part of any study. Commonly, construct validity is measured in two 
ways: convergent validity and discriminant validity. Convergent validity aims to find the commonality 
amongst constructs where it has been hypothesised that they are related, whereas discriminant 
validity aims to validate constructs which are not thought to be related (Westen and Rosenthal, 
2003). 
In order to determine convergent validity in SEM-PLS, outer loading relevance testing and average 
variable extracted (AVE) are performed.  
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Table 6.3.5.2  Convergent and discriminant validity 
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Table 6.3.5.2.1  Convergent and discriminant validity (with survey questions) 
 
 
Outer loadings should have a value higher than .70 to suggest high levels of indicator reliability. It is 
noted that all but service quality (tangibility) fall in the acceptable limit. It is noted that service 
quality – tangibility had an outer loading of .662, which falls just short of the .70 acceptable 
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threshold. However, if the value falls between .40 and .70, the items should only be removed if the 
‘deletion leads to an increase in composited reliability and AVE above the suggested threshold’ (Hair 
Jr et al., 2016, p. 114). Since AVE is above all the suggested thresholds, the outer loadings for service 
quality (tangibles) were left in. 
Table 6.3.5.2.2 Convergent validity AVE 
Average variable extracted (AVE)       
Group 
 High-involvement 
group 
 Low-involvement 
group 
    
Loyalty 0.752 0.757 0.752 
Service quality 0.745 0.759 0.754 
Satisfaction 0.790 0.775 0.798 
Trust 0.862 0.848 0.870 
Perceived value 0.790 0.761 0.804 
Switching costs 0.753 0.739 0.757 
Commitment 0.827 0.794 0.842 
Note: For convergent validity AVE should be higher than .50. 
 
An AVE value of above .50 is sufficient, as it explains over 50 percent of the variance of the indicators 
(Hair Jr et al., 2016). ‘The AVE represents the amount of variance captured by the construct’s 
measures relative to measurement error and the correlations among the latent variables’ (Yang and 
Peterson, 2004, p 810). 
For discriminant validity the two approaches commonly used in SEM-PLS are cross-loadings and the 
Fornell-Larcker criterion (Henseler et al., 2015, Fornell and Larcker, 1981). 
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Discriminant validity is essential to any research, as if discriminant validity is not established, 
‘researchers cannot be certain that the results confirming hypothesized structural paths are real, or 
whether they are merely the result of statistical discrepancies’ (Farrell, 2010). To show an acceptable 
discriminant validity with cross-loadings, the outer loading should always be a larger value than any 
of its cross-loadings. According to the analysis above, the constructs show discriminant validity, 
which is especially important in the loyalty–satisfaction relationship to demonstrate the distinction 
between the two. Furthermore, the Fornell–Larcker criterion test also shows that there is true 
discriminant validity within the constructs.  
Hensler et al. (2015) found that the appendix test does not perform very well when the loadings are 
between .60 and .80 and recommend the use of the heterotrait-monotrait ration test. Since the 
loadings were not between .60 and .80, this test was deemed unnecessary and the cross-loadings 
and Fornell-Larcker’s criterion performance were accepted as confirming discriminant validity. 
Table 6.3.5.4  Discriminant validity 
Discriminant validity – Fornell-Larcker criterion          
  High-involvement group 
  COM LOY PV SAT SQ SC Tr 
                  
Commitment 0.891 
Loyalty 0.867 0.870 
Perceived value 0.804 0.824 0.872 
Satisfaction 0.860 0.847 0.859 0.880 
Service quality 0.797 0.797 0.797 0.817 0.871 
Switching costs 0.169 0.158 0.105 0.099 0.219 0.860 
Trust 0.851 0.836 0.818 0.865 0.827 0.134 0.921 
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Discriminant validity – Fornell-Larcker criterion      
Low-involvement group 
COM LOY PV SAT SQ SC Tr 
              
0.918 
0.767 0.867 
0.765 0.728 0.896 
0.861 0.818 0.800 0.893 
0.719 0.687 0.710 0.774 0.869 
0.329 0.285 0.251 0.255 0.261 0.870 
0.827 0.776 0.822 0.857 0.779 0.194 0.933 
 
6.4 Chapter summary 
The chapter began with an overview of PLS-SEM and then presented the preliminary data analysis to 
corroborate the analysis. The data was found to be normally distributed, with no missing data or 
outliers. During the model evaluation, both reliability and validity were established. The following 
chapter will assess the structural model and hypothesis results. 
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Chapter 7: Assessing the structural model results – Stage 6 
7.1 Introduction  
In Chapter 6, PLS-SEM and SmartPLS were introduced and a guideline was laid out for a systematic 
procedure for applying it. The structural model was specified and the data collected was examined. 
The model estimation was evaluated including the measurement and structural model. Moving 
forward in this chapter, the structural model is assessed by discussing any possible collinearity issues 
and the relevance of the structural model relationships, assessing the levels of r², f² and Q². 
7.2 Structural model assessment 
This section reports on the structural model results using Hair Jr’s (2016) structural model 
assessment procedure. The following five steps were followed in order to assess the structural 
model. Step 6, or assessing q², was not completed, as it is a less-used statistical technique which is 
manual and looks at redundancy and communality (Garson, 2016), which were previously reported 
as having no issues. The primary tests used the PLS algorithm over the consistent PLS algorithm, 
since the study was after a predictive model; therefore, it is the preferred method to use (Garson, 
2016). 
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7.2.1 Assessing the structural model for collinearity issues – Step 1 
Traditionally SEM approaches, (eg LISREL, AMOS and EQS) have used cross-loadings tables to 
examine multicollinearity effects in the scales used in the measurement model. However, SmartPLS 
does not need this requirement for reflective constructs (Hair et al, 2017) as it is a covariant based 
approach.  There is no straightforward guide to a magic cut-off number for the variance inflation 
factor (VIF) in order to determine if collinearity exists between variables. However, the research is 
guided by a common rule of thumb from various researchers, which states that a level of less than 
10 is an acceptable VIF threshold (Vinzi et al., 2010, Hair et al., 2006). Some researchers argue that a 
number closer to five (Ringle et al., 2015) would be better suited for analysing collinearity, but given 
that the results indicate a VIF of just above five for both satisfaction and trust, and that a certain 
amount of collinearity was expected due to the nature of the relationship between constructs, no 
collinearity issues are noted here. Table 7.2.1.1 reports the VIF for the independent and dependent 
variables in the overall group (combined high and low) and the high-involvement and low-
involvement groups respectively.  
Step 1 
• Assess structural model for collinearity issues 
Step 2 
• Assess the significance and relevance of the structural model 
relationships 
Step 3 
• Assess the level of R square 
Step 4 
• Asses the f square effect size
Step 5 
• Assess the predictive relevance Q square 
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Table 7.2.1.1  Assessing for multi-collinearity issues 
Collinearity – VIF                 
Group High-involvement group 
Low-involvement 
group 
 
 
LOY SAT LOY SAT LOY SAT 
                    
Loyalty 
Service quality 1.000 1.000 1.000 
Satisfaction 5.680 6.319 5.495 
Trust 5.090 5.035 5.158 
Perceived value 3.687 4.266 3.524 
Switching costs 1.104 1.039 1.155 
Commitment 4.761 4.856 4.712 
         
Note: common rule of thumb is a VIF less than 10 is an acceptable threshold (Vinzi et al., 2010, Hair et al., 
2006), indicating no multi-collinearity issues. 
 
7.2.2 Structural model path coefficients – Step 2 
The structural mode path coefficients represent each of the hypotheses for the direct effects below 
(indicated by β). The path coefficients closest to one indicate a strong positive relationship. The 
strongest relationship is shown to be between service quality and satisfaction, with a β of .786. 
Table 7.2.2.1 shows the path coefficients and standard deviations of all the constructs. From this 
table it is observed service quality, satisfaction and commitment have the strongest coefficients of 
all the antecedents. It is clear that switching costs have little or no significance for loyalty, with 
coefficients closest to zero. 
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Table 7.2.2.1  Path coefficients 
Path coefficients         
Group 
n = 416 
High-
involvement 
group 
n = 141 
Low-
involvement 
group 
n = 275 Path Category 
Service quality -> Satisfaction Standard Path Coeff β 0.786 0.817 0.774 
Standard Dev 0.031 0.031 0.041 
Satisfaction -> Loyalty Standard Path Coeff β 0.374 0.164 0.452 
Standard Dev 0.074 0.107 0.083 
Trust -> Loyalty Standard Path Coeff β 0.192 0.173 0.202 
Standard Dev 0.076 0.110 0.090 
Perceived value -> Loyalty Standard Path Coeff β 0.120 0.219 0.094 
Standard Dev 0.058 0.091 0.068 
Switching costs -> Loyalty Standard Path Coeff β 0.046 0.029 0.069 
Standard Dev 0.029 0.045 0.035 
Commitment -> Loyalty Standard Path Coeff β 0.205 0.398 0.116 
Standard Dev 0.073 0.096 0.094 
 
In SmartPLS 3.0 the procedure of bootstrapping is performed in order to obtain significance 
intervals, T values and significance levels (P value). ‘… Bootstrapping is a non-parametric resampling 
procedure that assesses the variability of a statistic by examining the variability of the sample data 
rather than using parametric assumptions to assess the precision of the estimates’ (Streukens and 
Leroi-Werelds, 2016, p 2). Since PLS-SEM does not make the assumption that data is normally 
distributed, it must run a non-parametric test (Hair Jr et al., 2016). Some advantages to this method 
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are that it requires little mathematical experience, the assumptions made are not restrictive and it 
can be applied to various sets of data (Streukens and Leroi-Werelds, 2016).  
Bootstrapping takes randomly drawn samples, randomly replaces these excluded values and gives 
‘slightly different standard error estimates on each run’ (Garson, 2016, p. 17). A two-tailed test was 
used, since there are no assumptions made of the coefficient sign (Kock, 2015). The bootstrapping 
was done for the full group, the high-involvement group and the low-involvement group. 
After running the bootstrapping procedure, the P and T values were assessed for statistical 
significance (Hair Jr et al., 2016). Since a 95 percent confidence interval is assumed, P must be equal 
to or less than 0.050 for significance. Table 7.2.2.2 gives a summary of the structural model. It can be 
observed from the results that there is only one construct which is not statistically significant 
(switching costs  loyalty relationship). However, the analysis shows that it is significant for the low-
involvement group. This is also verified by the T test. 
 
Ch
ap
te
r 7
: A
ss
es
sin
g 
th
e 
st
ru
ct
ur
al
 m
od
el
 re
su
lts
 –
 S
ta
ge
 6
 
 
14
8 
Ta
bl
e 
7.
2.
2.
2 
 
St
ru
ct
ur
al
 m
od
el
 a
na
ly
si
s 
St
ru
ct
ur
al
 m
od
el
 
  
  
  
  
  
 
 
 
 
Gr
ou
p 
n 
= 
41
6 
Hi
gh
-
in
vo
lv
em
en
t 
gr
ou
p 
n 
= 
14
1 
Lo
w
-
in
vo
lv
em
en
t 
gr
ou
p 
n 
= 
27
5 
Hy
po
th
es
is 
su
pp
or
te
d?
/ 
di
re
ct
io
n 
 
 
 
Pa
th
 
Hy
po
th
es
is 
Ca
te
go
ry
 
Se
rv
ic
e 
qu
al
ity
 ->
 S
at
isf
ac
tio
n 
H1
 
St
an
da
rd
 P
at
h 
Co
ef
f β
 
0.
78
6 
0.
81
7 
0.
77
4 
H1
 =
 Y
es
 
T 
Va
lu
e 
25
.4
14
* 
26
.6
32
* 
18
.9
87
* 
+ 
P 
Va
lu
e 
0.
00
0*
**
 
0.
00
0*
**
 
0.
00
0*
**
 
Sa
tis
fa
ct
io
n 
->
 L
oy
al
ty
 
H2
 - 
H2
a 
St
an
da
rd
 P
at
h 
Co
ef
f β
 
0.
37
4 
0.
16
4 
0.
45
2 
H2
 =
 Y
es
 
T 
Va
lu
e 
5.
07
4*
 
1.
52
7 
5.
41
6*
 
H2
a 
= 
Ye
s 
P 
Va
lu
e 
0.
00
0*
**
 
0.
12
7 
0.
00
0*
**
 
+ 
Tr
us
t -
> 
Lo
ya
lty
 
H3
 - 
H3
a 
St
an
da
rd
 P
at
h 
Co
ef
f β
 
0.
19
2 
0.
17
3 
0.
20
2 
H3
 =
 Y
es
 
T 
Va
lu
e 
2.
51
7*
 
1.
57
1 
2.
25
7*
 
H3
a 
= 
N
o 
P 
Va
lu
e 
0.
01
2*
 
0.
11
6 
0.
02
4*
 
+ 
Pe
rc
ei
ve
d 
va
lu
e 
->
 L
oy
al
ty
 
H4
 - 
H4
a 
St
an
da
rd
 P
at
h 
Co
ef
f β
 
0.
12
0 
0.
21
9 
0.
09
4 
H4
 =
 Y
es
 
T 
Va
lu
e 
2.
07
6*
 
2.
41
6*
 
1.
38
7 
H4
a 
= 
N
o 
P 
Va
lu
e 
0.
03
8*
 
0.
01
6*
 
0.
16
6 
+ 
Sw
itc
hi
ng
 c
os
ts
 ->
 L
oy
al
ty
 
H5
 - 
H5
a 
St
an
da
rd
 P
at
h 
Co
ef
f β
 
0.
04
6 
0.
02
9 
0.
06
9 
H5
 =
 N
o 
 
Ch
ap
te
r 7
: A
ss
es
sin
g 
th
e 
st
ru
ct
ur
al
 m
od
el
 re
su
lts
 –
 S
ta
ge
 6
 
14
9 
St
ru
ct
ur
al
 m
od
el
 
  
  
  
  
  
 
 
 
 
Gr
ou
p 
n 
= 
41
6 
Hi
gh
-
in
vo
lv
em
en
t 
gr
ou
p 
n 
= 
14
1 
Lo
w
-
in
vo
lv
em
en
t 
gr
ou
p 
n 
= 
27
5 
Hy
po
th
es
is 
su
pp
or
te
d?
/ 
di
re
ct
io
n 
 
 
 
Pa
th
 
Hy
po
th
es
is 
Ca
te
go
ry
 
T 
Va
lu
e 
1.
59
1 
0.
63
9 
1.
97
5*
 
H5
a 
= 
N
o 
P 
Va
lu
e 
0.
11
2 
0.
52
3 
0.
04
9*
 
N
on
e 
Co
m
m
itm
en
t -
> 
Lo
ya
lty
 
H6
 - 
H6
a 
St
an
da
rd
 P
at
h 
Co
ef
f β
 
0.
20
5 
0.
39
8 
0.
11
6 
H6
 =
 Y
es
 
T 
Va
lu
e 
2.
81
6*
 
4.
14
0*
 
1.
23
7 
H6
a 
= 
Ye
s 
P 
Va
lu
e 
0.
00
5*
* 
0.
00
0*
**
 
0.
21
7 
+ 
*p
 <
 0
.0
5,
 *
*p
 <
 0
.0
1,
 *
**
p 
< 
0.
00
1 
* 
T 
va
lu
e 
sig
 >
 1
.6
5 
 
Chapter 7: Assessing the structural model results – Stage 6 
 150 
7.2.3 Assess the level of R square or goodness of fit – Step 3 
R² is also called the coefficient of determination. R  speaks to a model’s predictive power or 
goodness of fit , or how close the data is to a regression line (Hair Jr et al., 2016). R  gives a 
prediction. In general, .25 is weak, .50 is medium and .75 is high (Hair et al., 2011). In Table 7.2.3.1, 
the coefficient value for this study is .727 and .618, which means the model has relatively high 
predictive value. The R² values were then calculated for both data groups and the same results were 
given. 
Table 7.2.3.1  Goodness of fit 
R²- goodness of fit           
Group High-Involvement Group 
Low-Involvement 
group 
        
Loyalty 0.725 0.814 0.703 
Satisfaction 0.618 0.667 0.600 
       
7.2.4 Assess the f square effect size – Step 4 
Whilst the R² value can give a good estimate of the strength of dependent variables and the model, 
it is unable to be the basis of a hypothesis. For this an f² test is needed. The f² tells us the 
meaningfulness of a construct on the DV. Even if the relationship is statistically significant, the f² 
measures just how meaningful this significance is. Cohen (1988) and Hair et al. (2014) recommend 
the following for effect sizes: .02 = small, .15 = medium/moderate and .35 = large/substantial effect. 
Table 7.2.4.1 illustrates the F square results, showing that switching costs have no meaningful effect 
again until the low-involvement group, while satisfaction and perceived value show a weak effect in 
the group and commitment only shows a moderate effect on loyalty in the high-involvement group. 
Since f² does not have an upper limit of one, this large value assumes a substantial effect size 
throughout all the groups.  
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Table 7.2.4.1  F square 
F square                   
Group High-involvement group 
Low-involvement 
group   
LOY SAT LOY SAT LOY SAT 
                    
Loyalty 
Service quality 1.616*** 2.006*** 1.497*** 
Satisfaction 0.090* 0.023 0.125* 
Trust 0.026 0.032 0.027 
Perceived value 0.014* 0.060 0.008 
Switching costs 0.007 0.004 0.014* 
Commitment 0.032 0.176** 0.010 
          
* f square > .02 (small/weak effect), **f square > .15 (moderate effect), ***f square > .35 
(substantial effect). 
 
Although perceived value has a small interaction effect, it ‘can be meaningful under extreme 
moderating conditions, if the resulting beta changes are meaningful, then it is important to take 
these conditions into account’ (Chin et al., 2003, p 211). Therefore, perceived value is found to be a 
meaningful construct.  
7.2.5 Assess the predictive relevance of Q square – Step 5 
The Q² test is used to evaluate the predictive validity of the model or how well the model can predict 
the observed constructs (Vinzi et al., 2010). SmartPLS uses the blindfolding technique to assess the 
Q² values. Although several tests are offered via the blindfolding technique, the cross-validated 
redundancy test is recommended, as it has a more consistent approach with partial least squares 
(Chin, 1998). 
‘While estimating parameters for a model under blindfolding procedure, this technique omits data 
for a given block of indicators and then predicts the omitted part based on the calculated 
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parameters’ (Akter et al., 2011, p 3); therefore, an omission distance must be selected prior to 
running the test. As a rule of thumb, an omission distance should be between five and 10 (Chin, 
1998, Hair Jr et al., 2016). Using an omission distance of seven, the blindfolding tests, as seen in 
Table 7.2.5.2, returned results of a Q² value of .508 for loyalty and a Q² value of .455 for satisfaction. 
A Q² value of anything over zero indicates that the model has a strong predictive relevance (Hair Jr et 
al., 2016). Hair Jr. et al. (2016) recommend ‘the cross-validated redundancy as a measure of Q2, 
since it includes the structural model, the key element of the path model to predict eliminated data 
points’ (p. 207). 
Table 7.2.5.2  Predictive relevance 
Q square – predictive relevance         
Group 
High-
involvement 
group 
Low-
involvement 
group         
Loyalty 0.508 0.565 0.493 
Service quality 
Satisfaction 0.455 0.478 0.447 
Trust 
Perceived value 
Switching costs 
Commitment 
 
7.3 Measurement invariance test 
A valid concern with testing the difference between groups is model invariance. Prior to running a 
multigroup analysis in SmartPLS, an invariance test between the groups should be performed to test 
if the model is different between groups (Garson, 2016).  
‘This requirement implies that the moderator variable’s effect is restricted to the parameter y and 
does not entail group-related differences in the item loadings’ (Sarstedt et al., 2015, p 199). 
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One way of being able to measure for invariance is by running a multigroup analysis in SmartPLS, 
changing the partial least square tab from ‘path’ to ‘factor’ and changing the bootstrapping to 5,000 
subsamples (Gaskin, 2017). Once this test was completed, the PLS-MGA tab was selected to review 
the outer loadings differences between groups. 
The test takes the difference between the outer loadings and reports whether the difference has 
significance. The first test showed that there was no significance except for SERVQUAL-tangibles. 
This item was then removed and the test was run again. No factors showed significance, indicating 
invariance with regard to high-involvement and low-involvement groups in terms of the 
measurement model. These findings confirm the universal validity of the constructs and are shown 
in Table 7.3.1.1. Due to invariance being confirmed, the multigroup analysis was able to proceed. 
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7.4 Multigroup analysis  
‘When the moderator effect is categorical, the variable may serve as a grouping variable that divides 
the data into subsamples. Specifically, multigroup analysis enables the researcher to test for 
differences between identical models estimated for different groups of respondents. The general 
objective is to see if there are statistically significant differences between individual group models’ 
(Hair Jr et al., 2016). 
There are two main approaches in SmartPLS for a multigroup analysis. These two approaches are the 
parametric test and non-parametric test (Hair Jr et al., 2016). The parametric approach, originally 
applied by Kiel (2000), is widely accepted because of how easy it is to run. The test runs a ‘modified 
version of a standard samples T test which relies on standard errors derived from bootstrapping’ 
(Hair Jr et al., 2016, p 293). This test does assume that the data is normally distributed (Sarstedt et 
al., 2015), which is contraindicative to SmartPLS. However, if the Kolmogorov–Smirnov test results 
show normality and that the data is evenly distributed the test can be run successfully. The 
parametric approach gives results for the difference between groups via a T value and P value.  
Contrary to a non-parametric test, the samples sizes do not have to be relatively equal. Since the 
Kolmogorov–Smirnov tests returned positive results, the parametric T test is an acceptable test to 
perform a multigroup analysis.  
The non-parametric approaches, which do not assume the data is normally distributed, are the 
permutation and PLS-MGA. This work did not review the permutation approach, since the sample 
size between groups has to be relatively equal and the group sizes are not equal in the research. 
However, PLS-MGA is one of the newer methods of computing differences between groups and tests 
one-sided hypotheses (Hair Jr et al., 2016). This test compares bootstrap results in the group line by 
line to the same bootstrap results for the second group. The PLS-MGA is considered a more 
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conservative test which builds on Henseler’s (2007) approach. A limitation to this method is that it 
can only test a one-sided hypothesis (Sarstedt et al., 2015). 
Since the parametric and PLS-MGA approach are equally acceptable to this research, both are 
reported and show similar results, as noted in Table 7.4.1. The P value for the PLS-MGA is significant 
at .981 due to the fact the tests results are in absolute values. Therefore, the P value for 
commitment would be 1-.981 or .019, which is significant at p < .05. 
Table 7.4.1 Multigroup analysis results 
 
7.5 Chapter summary 
In conclusion for this chapter, by following the outlined steps for model specification, the structural 
model is confirmed. The base model was confirmed for almost all antecedents and, once the 
relationships were confirmed, the multigroup analysis was able to confirm the significance between 
the two groups. A greater analysis and discussion of the support for each hypothesis is provided in 
Chapter 8. 
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Chapter 8: Results and discussion 
8.1 Introduction 
Chapter 8 is the last and final chapter of the thesis. It revisits the research questions asked in the 
earlier part of the research and then discusses the significance of each of the relationships in the 
model. Four of the five hypotheses relating to the antecedents to customer loyalty were supported. 
The service quality  loyalty relationship (H1) was supported. All five hypotheses regarding the 
moderating effect of product type were initially supported, as a difference was noted between high-
involvement and low-involvement groups between PLS models. However, after the multigroup 
analysis was run, only two of the five hypotheses were supported. 
The strengths of these relationships are discussed in further detail in this chapter. This chapter will 
also discuss: (1) the path of each hypothesis, (2) the overall results, (3) the theoretical implications, 
(4) managerial implications, (5) limitations of this study and (6) suggested future research. 
8.2 Revisiting the research objectives 
As the research is complete it is important to revisit the original research objectives to confirm 
achievement of each. 
Research objective 1 
To determine if customer loyalty in banking services changes based on product type and level of 
involvement.  Specifically, the study explores whether product involvement has a moderating effect 
on the satisfaction–customer loyalty relationship in the Australian retail banking market. 
The study has successfully tested the effects of high-involvement and low-involvement product 
types on the customer loyalty relationship of retail banking customers in Australia. Therefore, 
research objective 1 has been fulfilled through this study. 
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Research proposition 2 
To critically examine the customer loyalty literature to support the re-conceptualisation of Lau et 
al.’s (2013) model, adding the antecedent roles of perceived value, satisfaction, trust, switching costs 
and commitment in relation to customer’s loyalty in the Australian retail banking market. This work 
posits that this re-conceptualisation is a more wholly adapted model for the modern Australian 
banking market.  
Through the use of SmartPLS 3.0 the study was able to use partial least squares – structural equation 
modelling to examine the roles of the antecedents to customer loyalty. All but one were confirmed 
as antecedents. The role of switching costs was not confirmed and cannot be added to the model. 
Further discussion of these results is provided later in the chapter. Therefore, research objective 2 
has also been fulfilled.  
Research objective 3 
To provide a clearer understanding of the drivers of service quality, loyalty, satisfaction and 
customer behaviour to marketing decision makers in banks, in relation to product and policy 
development. 
The role of the marketing manager is a diverse one which ‘… provides first class communication and 
marketing solutions for the bank. It delivers the tactical yet important activities which build and 
maintain the bank’s reputation through media (traditional and digital), with customers and key 
stakeholders.’ (https://au.indeed.com/). 
Since the reputation of the top four banks is in question, given the Royal Commission discussed in 
Chapter 1, the marketing manager, using the results of the study, can change policy-driven 
advertising with the four confirmed attributes of service quality whilst considering the impact that 
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the product type has on certain antecedents of loyalty (commitment and satisfaction). The results 
also confirm that consumers no longer consider switching costs in their formation of loyalty. 
The results clearly support the ideology of customer loyalty being moderated by different product 
types. Since this topic of research is relatively new, it suggests that current bank marketing decision 
makers revisit their current marketing strategies and policy development when marketing for 
different product types. Thus, research objective 3 has also been fulfilled.  
8.3 Results of the hypothesis testing 
Of the 11 hypotheses tested, seven were supported and four were not. The results are summarised 
in Tables 8.3.1, 8.3.2 and 8.3.3. Following the tables, the results for each hypothesis are discussed in 
further detail in section 8.3.4. 
Table 8.3.1 Summary of hypothesis results  
Hypotheses Proposed hypothesis Actual Hypothesis 
supported? 
H1 Service quality has a strong and 
positive influence on customer 
satisfaction. 
Service quality has a strong and 
positive influence on customer 
satisfaction. 
Yes 
H2 There is a strong and positive 
relationship between customer 
satisfaction and customer loyalty. 
There is a strong and positive 
relationship between customer 
satisfaction and customer 
loyalty. 
Yes 
H2a Product type moderates the 
relationship between customer 
satisfaction and customer loyalty. 
Product type moderates the 
relationship between customer 
satisfaction and customer 
loyalty. 
Yes 
H3 There is a strong and positive 
relationship between trust and 
loyalty. 
There is a strong and positive 
relationship between trust and 
loyalty. 
Yes 
H3a Product type moderates the 
relationship between trust and 
loyalty.  
Product type has no effect on 
the strength of the relationship 
between trust and loyalty.  
No 
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Hypotheses Proposed hypothesis Actual Hypothesis 
supported? 
H4 There is a strong and positive 
relationship between perceived 
value and loyalty. 
There is a strong and positive 
relationship between perceived 
value and loyalty. 
Yes 
H4a Product type moderates the 
relationship between perceived 
value and loyalty.  
Product type has no effect on 
the strength of the relationship 
between perceived value and 
loyalty.  
No 
H5 There is a strong and positive 
relationship between perceived 
switching costs and loyalty. 
There is no relationship between 
perceived switching costs and 
loyalty. 
No 
H5a Product type moderates the 
relationship between perceived 
switching costs and loyalty.  
Product type has no effect on 
the relationship between 
perceived switching costs and 
loyalty. 
No 
H6 There is a strong and positive 
relationship between commitment 
and loyalty. 
There is a strong and positive 
relationship between 
commitment and loyalty. 
Yes 
H6a Product type moderates the 
relationship between commitment 
and loyalty.  
Product type moderates the 
relationship between 
commitment and loyalty.  
Yes 
 
The following represents the structural model. 
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8.3.4 Discussion of hypotheses results 
H1: Service quality has a strong and positive influence on customer satisfaction. 
The results indicate strong support for hypothesis 1 (H1). Service quality is an essential part of any 
customer loyalty model and has been one of the most researched constructs relating to loyalty in 
the literature. For banking, having a strong sense of quality amongst products and employees is 
evident from previous research and is confirmed in this study. Of the five dimensions of service 
quality (empathy, reliability, responsiveness, tangibility and assurance), tangibility was removed 
during the analysis stage due to its low outer loading. This was not surprising, as tangibility refers to 
the physical aspects of the bank building (cleanliness, appearance) (Parasuraman et al., 1988). Many 
customers are taking advantage of online banking and the most common reason any age group uses 
their mobile phone or tablet is to access banking (ABS, 2016a). 
The findings in this study are consistent with previous findings testing the importance of the five 
SERVQUAL dimensions. It found that all dimensions had influenced quality except for tangibles, 
which when further examined was thought to be because customers are not rating their bank’s 
physical appearance in terms of evaluating its quality (Lee and Cunningham, 2001). 
For hypothesis H1 the standard path coefficient β was 0.786 for the overall group and 0.817 and 
0.774 for the high and low groups respectively. The path coefficient gives the strength of the 
relationship whilst the T value explains the amount or level of significance. There was no anticipation 
that service quality would be different amongst the different product type groups. 
The T values for H1 were the highest amongst any of the variables tested and had a value of 25.414 
for the main group and 26.632 and 18.987 for both groups respectively. These indicated a high level 
of significance. The P values also reported results of 0.000 across the main group and high and low 
groups. These not only indicated a strong significance but confirmed the first hypothesis that service 
quality does indeed have a strong and positive effect on customer satisfaction. This result confirms 
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that banking customers still evaluate their bank on empathy, reliability, responsiveness and 
assurance before they are able to be fully satisfied.  
H2: There is a strong and positive relationship between customer satisfaction and 
customer loyalty. 
For H2 the standard path coefficient β was 0.374 for the group (n = 416), indicating a strong 
relationship. The T value was 5.074 and P value 0.000, showing a very strong significance level, 
confirming the hypothesis. The results indicate strong support for hypothesis 2 (H2). The literature is 
suggestive of customer satisfaction being the strongest antecedent to customer loyalty. This study 
confirms the strength of this relationship in retail banking and the need for satisfaction to be 
included in loyalty models. A customer must be satisfied in order for there to be true loyalty. These 
results support the majority of the satisfaction–loyalty literature and support the model 
underpinning the study. 
H2a: Product type moderates the relationship between customer satisfaction and 
customer loyalty. 
The overall group was tested to validate the model and then the group was divided into two groups 
(high-involvement and low-involvement). These two groups were customers who used high-
involvement product types (superannuation) and those who used low-involvement product types 
(transaction and savings accounts). As per best practice, the model was run through SmartPLS 3.0 as 
an entire group and then the same model was tested including only one group at a time (Gaskin, 
2017). This confirmed the overall structural model. Once the structural model was confirmed, the 
groups were divided and the PLS algorithm was run independently for each group. This was done to 
establish if there was a difference between groups. This test was not able to demonstrate the 
significance of these findings and for this a multigroup analysis was administered. 
 
Chapter 8: Results and discussion 
170 
For H2a the results showed that there was a difference between groups. The T value was 1.527 for 
the high-involvement group and 5.416 for the low-involvement group, clearly showing a difference 
between the two groups, since the T value (1.527) was not significant for the high-involvement 
group but it was for the low-involvement group (5.416). The P values showed consistent results with 
non-significance in the high-involvement group, P = 0.127, but P = 0.000 (significant) for the low-
involvement group. The path coefficients also showed a strong relationship in the low-involvement 
group, with a β = 0.452, but for the high-involvement group only with a β = 0.164. 
These results indicated a strong difference amongst the groups. A multigroup analysis was 
performed and the PLS-MGA confirmed these results (Tparametric = 2.068, Pparametric = 0.039, P 
PLS-MGA = 0.018). This confirms hypothesis H2a and gives a significant result, as the satisfaction  
loyalty relationship is the strongest of all the antecedents tested and the most susceptible to 
product types. Examining the path coefficients between groups shows that product type moderates 
the relationship more between satisfaction and loyalty with low-involvement product types. This 
major finding confirms that not only is customer satisfaction the most important antecedent to 
customer loyalty; its relationship with loyalty is strongly moderated by product type. This is 
discussed further in the managerial implications section. 
H3: There is a strong and positive relationship between trust and loyalty. 
Not surprisingly, trust is still an important factor for a consumer’s loyalty. However, the results were 
unexpected in that the path coefficients not as strong as satisfaction or commitment. Perhaps trust 
is a built-in feature and due to the appearance of the tightening of regulations after the Global 
Financial Crisis, consumers might feel more trust in their banks and no longer view trust as an issue. 
Another view could be that consumers no longer view trust as an essential item for loyalty and have 
a certain level amount of expectation that the banks are not always doing the right thing. This trust 
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in banks could be easily shifted. In the discussion section, this is examined further in light of 
unfolding current events.  
For H3, trust scored a β = 0.192, showing a low-moderate strength in the relationship, with P = 0.012 
and a T value = 2.517, both indicating significance in the relationship, thus confirming H3. 
H3a: Product type moderates the relationship between trust and loyalty.  
Initially it was hypothesised that trust would be more important to one group (high versus low) than 
the other, especially when the high-involvement group have their life savings with the bank 
(superannuation). The results of the PLS algorithm showed a small difference between the two 
groups, confirming there may be a significant difference. The path coefficients were fairly similar, 
with β = 0.173 (high) and β = 0.202 (low) respectively, but the P = 0.116 (high – no significance) and P 
= 0.024 (low – significant at p < .05), therefor it allowed for the multigroup analysis to be performed, 
confirming that there was no significant difference between groups (Tparametric = 0.196, Pparametric = 
0.845, PPLS-MGA = 0.417). Therefore, hypothesis H3a cannot be confirmed and product type does not 
moderate the relationship between trust and loyalty. 
H4: There is a strong and positive relationship between perceived value and loyalty. 
Value, like trust, is an antecedent well discussed in the literature. It had a surprisingly low path 
coefficient (β = 0.120), although it still shows a small positive strength in the relationship. P = 0.038 
and T = 2.076 values both indicate their significance and support the hypothesis, thus showing that a 
customer must perceive the bank to be of high value before they can be loyal. This confirms H4, 
confirms that perceived value is a true antecedent to customer loyalty in an Australian retail bank 
setting and confirms other relevant research in the financial sector (Picón-Berjoyo et al., 2016). 
Perceived value has previously been linked to financial incentives such as price-earnings ratios 
(Bittner and Larker, 1996) and more recent studies validate the relationship between strong 
perceived value and customer loyalty and other financial incentives (Leroi-Werelds et al., 2014, Xu et 
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al., 2015). The added value of having customers who perceive they are receiving high value from 
their bank will be discussed in further detail later in this chapter. 
H4a: Product type moderates the relationship between perceived value and loyalty. 
When both groups were run independently, perceived value was different between both groups 
(high and low). The path coefficient was much stronger for the high-involvement group and the T 
and P values both showed significance in the high-involvement group as well (T value = 2.416) in the 
high-involvement group (T value = 1.387)and in the low-involvement group. The results were that 
the P = 0.016 for high-involvement group (significance at p<.05) and P = 0.166 for the low-
involvement group (no significance). 
The customer perhaps expects a certain amount of value for the higher fees and since a 
superannuation account attracts considerable fees, especially compared to a transaction or savings 
account, which typically attracts few or no fees, the expectation of higher value would exist more in 
high-involvement groups over low-involvement groups. The significance in these tests was enough 
to follow through with the multigroup analysis where the difference between P and T values for 
perceived value was not significant (Tparametric = 1.112, Pparametric = 0.267, PPLS-MGA = 0.129). Therefore, 
H3a was not supported and we must accept the null hypothesis.  
H5: There is a strong and positive relationship between perceived switching costs and 
loyalty. 
Switching costs were a strong concept in the customer loyalty literature and were thought to have a 
significant impact on customer loyalty. Surprisingly, in the study, switching costs were found to have 
no impact at all on customer loyalty. The results showed a path coefficient of β = .046 in the main 
model, showing almost no strength in the relationship to loyalty. Accordingly, the T and P values 
were both found to be insignificant (T value = 1.591, P = .112). 
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The results show that perceived switching costs have no effect on the dependent variable customer 
loyalty and therefore H5 is not supported. Between the two groups (high and low) the results 
showed that there was a difference and that the low-involvement group had a significant P and T 
value (P = 0.049), (T = 1.975), which led to the multigroup analysis. The results indicate that the 
switching costs are perhaps not important to the overall group or not seen as important, perhaps 
because it is much easier in this day and age to change a bank account. When a customer wants to 
open a new account, they can simply do so online and do not even have to enter a branch if their 
identity has already been proven. Most of the accounts tested do not have an exit fee, so perhaps if 
mortgages were tested there would be a different result. This will be discussed in further detail later 
in the chapter.  
H5a: Product type moderates the relationship between perceived switching costs and 
loyalty. 
Since there was a difference between the groups, a multigroup analysis was performed and, as 
expected from the results of H5, there was no statistical significance in the difference in either P or T 
values (Tparametric = .703, Pparametric = .483, PPLS-MGA = .238). Therefore, switching costs should not be in 
the overall customer loyalty model, nor does product type make a difference. Thus, H5a is rejected. 
H6: There is a strong and positive relationship between commitment and loyalty. 
In a world where most services are online and commitment can be an elusive construct, 
commitment still earned its place in this research as a true antecedent to loyalty. Although 
commitment was mentioned much less than the other constructs in the literature, surprisingly it was 
the second strongest antecedent to loyalty in the model. On the structural model, commitment had 
a path coefficient of β = 0.205, indicating a moderate strength in the relationship to loyalty, with 
significance at p = 0.005 (p<0.05) and t = 2.816. This shows that consumers still value the feeling of 
commitment that they receive from the bank in order to form loyalty and also form a commitment 
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to the bank. This suggests banks should make greater personal overtures to customers to ensure 
they feel that the banks’ level of commitment is high. 
Between the two groups there was a clear difference. With the high-involvement group, the path 
coefficient was β = 0.398 but with the low-involvement group it was β = 0.116, showing that 
commitment means more to the high-involvement group, as the customer can be much more 
involved with a superannuation account and have more levels and opportunities for contact.  
Furthermore, the T and P values were both significant for the high-involvement group (at T = 4.140 
and P = 0.000), showing a clear significance for high-involvement products. Thus, H6 is supported 
and commitment undoubtedly earns its place in the model. 
H6a: Product type moderates the relationship between commitment and loyalty. 
Based on the results from H6, a clear and distinctive difference in the groups was seen for 
commitment. The multigroup analysis further confirmed that the difference between the groups not 
only existed but was statistically significant (Tparametric = 1.896, Pparametric = 0.059, PPLS-MGA = 0.019). 
Although the P parametric test did not show significance, the PLS-MGA did and that is known as a 
much more conservative approach (Vinzi et al., 2010).  
The results show that product type made a bigger difference in loyalty for those in the high-
involvement product type group. This is a significant finding for the study for banks, suggesting 
advertising should be revisited for consumers who utilise products such as superannuation. Banks 
should consider the product specifically by demonstrating the commitment the bank has through its 
superannuation or other high-involvement type products. The results confirm the final hypothesis, 
H6a. 
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8.4 Discussion of the implications and the results 
Customer loyalty clearly remains an important topic of research for retail banks. What is essential 
from the interpretation of the findings is to gauge which factors can influence this loyalty and 
uncover the most important issues for customers when determining their loyalty to their bank. 
These findings can then be used by marketing decision makers to influence policy and practice. 
8.4.1 Discussion on positive results for product type as a moderator 
The effect of satisfaction was much stronger on loyalty within the low-involvement product 
category. This was a surprise and contrary to the literature that satisfaction did not affect the high-
involvement group more. Perhaps this could be attributed to the customer already being satisfied 
with the bank prior to making such a large commitment to sign up for a superannuation or other 
high-involvement product. The satisfaction effect on loyalty is well studied and this thesis confirms 
its importance but greater emphasis needs to be placed on those customers who utilise low-
involvement products, such as savings and transaction accounts. This could point to the fact that 
customers who use such products value their simplicity and, if kept satisfied with excellent customer 
service, will in fact remain loyal to the bank. 
The effect of commitment on loyalty was much stronger with customers who utilise high-
involvement products. This would imply that customers who use such products as superannuation 
not only are more committed to the bank because of such an involved product type but feel a higher 
sense of commitment from the bank as well. For loyalty to exist for these clients, commitment would 
be the most important antecedent to developing their loyalty. Conversely, a customer who uses a 
low-involvement product type would require less commitment both from themselves and from the 
bank, since the product itself requires little follow-up or maintenance until a problem arises. This is 
an opportunity to change marketing-driven efforts at the product level rather than the brand. 
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Although product type did not moderate any other relationship in the model, it is important to 
discuss the confirmed positive effects between perceived value, satisfaction, commitment and trust 
on loyalty for the group model. For the full model all of the antecedents, bar switching costs 
(perceived value, satisfaction, commitment and trust), were confirmed, which coincides with the 
literature review and past studies. 
8.4.2 Discussion of the roles of the antecedent variables to the model  
The thesis model clearly shows that in order for a customer to feel satisfied there must be a high 
level of perceived service quality. Of the five dimensions of service quality, tangibility was removed, 
as it does not pertain to the majority of clients who utilise online banking instead of branch banking. 
The other four dimensions (reliability, assurance, empathy and responsiveness) were strongly 
confirmed and demonstrate that customers must feel that they are receiving a high level of quality 
from their banks in terms of employees quickly resolving issues, being reliable, performing tasks 
accurately and having staff who not only are friendly but show that they care (Parasuraman et al., 
1988). This confirms the model underpinning the study (Lau et al., 2013) and the overall research in 
the field. As anticipated there was no difference between the two groups for the service quality  
loyalty relationship. Hence, this confirms there must be a high level of quality in the services 
received for there to be satisfaction, which in turn is an antecedent needed for loyalty. 
Furthermore, this hypothesis led to the confirmed use of a five-item SERVQUAL scale, thus saving 
bank marketing decision makers time, energy and money when polling their consumers. Considering 
this antecedent has such a strong effect on satisfaction, which then in turn has a strong effect on 
loyalty, being able to accurately measure this construct more easily and in a shorter amount of time 
is a key finding of the study which marketing decision makers could implement immediately. 
Another major finding of the study is that switching costs have perhaps diminished over time and no 
longer hold a place in customer loyalty models. Customers no longer view switching costs as a 
 
Chapter 8: Results and discussion 
177 
barrier to their development of loyalty. This is in contradiction to previous studies (Beerli et al., 
2004, Dagger and David, 2012, de Matos et al., 2013, Picón-Berjoyo et al., 2016). 
There are two types of switching costs for consumers: time and money. In terms of financial 
switching costs, the results show that the products tested in this thesis carry few to no switching 
costs. A customer can open and close a transaction or savings account at will, with no penalties from 
their banks. Most banks carry a small or non-existent exit fee from superannuation accounts.  
Analysing the time element for the switching costs involved in changing accounts to a different bank, 
a new transaction or savings account can be opened online within minutes if the consumer’s identity 
has already been verified. Consumers may also research fees and interest rates quickly through a 
private and free research organisation, which provides results within seconds and compares all the 
major banks and credit unions (Canstar). With the availability of comparison sites such as Canstar 
(www.canstar.com.au), most consumers can easily research different products amongst competing 
financial institutions, regardless of their financial education. Furthermore, such comparison sites are 
utilised by most banks and the Reserve Bank of Australia and hence have some level of credibility. 
Therefore, in some ways it is not surprising that consumers no longer consider switching costs in 
their formation of loyalty. Consequently, switching costs should no longer be considered an 
antecedent to customer loyalty in the retail banking market.  
Perceived value showed a strong and positive effect on customer loyalty, which confirmed the 
findings of many previous studies (Kipkirong Tarus et al., 2013, de Matos et al., 2013, Lee and 
Moghavvemi, 2015, Xu et al., 2015, Picón-Berjoyo et al., 2016, El-Manstrly, 2016). 
When the models were run separately, perceived value had a stronger path coefficient to loyalty 
with the high-involvement product group but when the multigroup analysis was performed, 
significant differences could not be found between the two groups. Replicating the study with other 
high-involvement product types could be useful, as it makes sense that those who have products 
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which require more involvement require a greater perception of value for their time and money 
than a lower-involvement product. This could be an area for future study. Nonetheless, perceived 
value in the group model did show a strong and positive effect on loyalty, thereby indicating that, no 
matter the product type according to this study, consumers need to have perceived value in order 
for loyalty to exist. 
Trust was confirmed as a true antecedent to loyalty and did not differ between product type groups 
(low and high). It is clear that trust must exist with any product type in retail banking in order for 
loyalty to occur. It will be especially challenging for banks following the current Royal Commission 
and the extensive media coverage thereof to earn this trust back from consumers, given that the 
questions in this study were asked prior to the enquiry and the respondents answered favourably 
with regard to their perceptions of their banks’ integrity and overall trustworthiness.  
Overall, with the exception of switching costs, all the independent variables were confirmed as being 
antecedents to loyalty in the Australian retail banking industry, and two antecedents, commitment 
and satisfaction, were show as being moderated by low-involvement and high-involvement product 
types. 
8.5 Contributions: Managerial and theoretical 
8.5.1 Managerial implications 
A significant contribution from the new model is its managerial implications. It is no surprise that the 
greater the customer satisfaction, the greater the customer loyalty. However, bank managers would 
be well advised to pay special attention to the effect that the product type has on this relationship. It 
is clear that with products that have a high involvement from the customer, greater care must be 
had when fostering satisfaction and loyalty, and the potential for product bundling to increase 
share-of-wallet should be investigated. Furthermore, consumers in high-involvement product 
categories need to feel a greater level of commitment from the bank before loyalty can exist. 
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This may be more challenging for banking managers following the current Royal Commission, but it 
could give them an opportunity to capitalise on recent attention and to promote their new branding 
of commitment and superior ethical behaviour with customer-focused practices.  
8.5.1.1 Direct implication for bank marketing decision makers at the product level 
Marketing decision makers should also focus on customer retention and acquisition through product 
development that incorporates the complexities of consumer behaviour within different product 
categories. Marketing decision makers should generate a more targeted marketing strategy to 
specific market segments based on the clientele, depending on which product type they use. 
Furthermore, banks currently measure key performance indicators, customer satisfaction and 
commitment at the customer level. Given the results of the research, this should now be changed 
directly to the product level. 
The research shows that product type moderates a customer’s loyalty – namely, commitment and 
satisfaction, which in this research are the two most important antecedents to customer loyalty – 
thereby creating an opportunity for banks to bundle product types and change marketing strategies 
when dealing with low-involvement and high-involvement products. For transaction and savings 
accounts and other low-involvement product types, advertising should be centred on the service 
quality and satisfaction a customer will receive from the product itself. The marketing campaign 
should be geared towards friendly and helpful staff and quick resolution of problems. Conversely, for 
high-involvement products, such as superannuation, marketing campaigns should be centred on a 
bank’s commitment to their consumers through their superannuation accounts and take advantage 
of bundling opportunities, since consumers are more committed to their banks if they utilise these 
types of products. 
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8.5.1.2 Strategic implications for bank marketing decision makers  
By providing high service quality, which results in high customer satisfaction, Australian banks can 
take advantage of a more loyal customer base, which turns into additional profits. Surprisingly, and 
contrary to previous research, tangibility was shown not to belong with service quality. Perhaps 
banks need to continue their research efforts regarding their branch locations and how much 
attention is focused on the physical aspects of the branch. 
Another implication of the results is that service quality is essential for customer satisfaction. 
Australian banks need to explore ways they can provide additional staff training, especially after 
media headlines that might damage their brand. Bank employees must be responsive to the needs 
of consumers, offer reliable information, give assurance that the customer’s problems are important 
to them and be friendly. They need to continue their online presence through social media outlets 
such as Twitter and Facebook and remain positive and responsive to customers. 
8.5.1.3 The future for banks and their reputations 
The research results come at a very interesting time for Australian banks, given the establishment of 
the Royal Commission into Misconduct in the Banking, Superannuation and Financial Services 
Industry by the Governor-General of Australia (2017b). Since the inception of the probe, stock prices 
have responded with dips in prices; however, they have since rebounded. The Commonwealth Bank 
and ANZ both had recent headlines exposing money laundering (which actually increased the share 
price afterwards for the Commonwealth) and there were criminal cartel charges for the ANZ 
(Danckert, 2018). So far this appears to be of little surprise to consumers and the banks’ outlooks 
have not changed very much for investors or consumers. In line with this research, this suggests that 
consumers are mainly concerned with their own personal satisfaction. Therefore, if these 
implications and fines do not infringe on consumers directly, they may have very little impact on 
their overall loyalty. 
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With all banks offering similar product types and interest rates, the true challenge for these four 
banks remains how to continue to grow market share and not lose business to the smaller banks. 
Although all banks and financial institutions are under scrutiny by the commission, the top four 
banks are the ones which make media headlines and thus will be front and centre for consumers 
when they make their next decision about where to put their money and take their business. 
This thesis provides many other opportunities for banking and marketing decision makers. With the 
current Banking Royal Commission and the early findings of illegal and unethical conduct, banks 
need to take this chance to rebrand not only themselves but their products specifically. The banks 
will also have to create new opportunities for consumers to trust them again. With trust, 
commitment, perceived value and satisfaction all being antecedents to customer loyalty, the banks 
must forge forward with an innovative marketing campaign, enabling them to communicate to their 
customers how they have changed and signalling their adherence to ethical processes. 
Australian banks should capitalise on the fact that after the Global Financial Crisis, they remained 
strong. However, they need to show that they are not like their American counterparts, admit to any 
wrongdoings and start afresh. This will require a stronger commitment from the banks to Australian 
banking customers. Australians have a low power distance (Hofstede et al., 2010), meaning they do 
not believe in a hierarchical society. Therefore, banks need to take advantage of this and show they 
are made up of ordinary Australians and that they are not above the law. Many of the current 
marketing strategies have addressed this issue in their advertising, but now branding and 
advertisements should further emphasise the virtuous and positive outcomes they can provide to 
consumers and communities. The model proposed in this thesis could also be reinvestigated to 
clearly indicate whether there has been any change in consumer sentiment in Australian retail 
banking post the final Royal Commission results. 
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8.5.2 Theoretical implications 
Customer loyalty in marketing has been examined for over 100 years and continues to be a main 
focal point for researchers. This research has three theoretical implications:  
(a) proposing the use of the customer loyalty framework developed by Lau et al. (2013) 
and adding the most researched constructs in the field, thereby extending the 
model; 
(b) adding product type as a moderator to the model; and  
(c) using multigroup analysis in partial least squares to examine the relationships with 
loyalty and test a categorical moderating variable.  
The literature in the past has studied the moderating and mediating roles of all of the constructs but 
never have researchers tested the different product categories as a moderator. The findings add 
credence to the marketing literature, especially in the space of how customers form their loyalty in 
an Australian retail bank setting. This research empirically tests popular loyalty antecedents and 
confirms their place in the Australian retail banking model for customer loyalty. The underpinning 
model has been validated for its conceptualisation in the Australian market with the added 
antecedents per the conceptual framework developed in this study. Another theoretical implication 
is the addition of high-involvement and low-involvement product types to past and future 
frameworks in not only the retail banking field but all services in Australia and globally. 
Additionally, the reduction of the 22-item scale to a five-item scale for SERVQUAL has been 
confirmed through the model in the retail banking market and therefore could save a vast amount of 
time for researchers and respondents, in that they could move from 22 questions in a survey testing 
service quality to simply five questions. This study further concludes that only four items are needed, 
since tangibility in retail banking is not something that can be measured anymore with the prolific 
use of online and phone banking. Therefore, in the field of retail banking, simply using the four 
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dimensions to evaluate service quality would be sufficient in measuring its efficacy and reducing any 
methodical limitations the SERVQUAL items generally impose. 
Customer loyalty and satisfaction continue to be a main focus for academic research. This study 
empirically validates Lau et al.’s (2013) model and advances previous research in marketing, 
specifically in relation to customer loyalty and satisfaction and adding product type as the moderator 
to the model.  
8.6 Conclusion 
In conclusion, the focus of this study was strongly managerial and intended to guide bank marketing 
policy and practice. Nonetheless, the study significantly adds to the current literature base and 
theory. This thesis has provided a detailed representation of the Australian consumer’s approach to 
customer loyalty and added an essential missing element of product type as a moderating variable. 
It successfully utilised PLS-SEM and a multigroup analysis to confirm the conceptual framework and 
added high and low product involvement types to the model as moderators.  
Research gaps were identified in two areas: (1) lack of Australian-specific research in retail banking 
and (2) an influence on customer loyalty by product type. The main research questions addressed 
these gaps. Although many conceptual models contributed to the model, the underpinning 
conceptualisation was drawn from Lau’s et al. (2013) customer loyalty framework. 
The hypotheses were drawn from Lau et al.’s (2013) framework but also from the studies researched 
in the extensive literature review, uncovering the most confirmed antecedent variables to loyalty. 
The results of the study confirm product type should be added to the model and most of the 
antecedent variables were also confirmed – those antecedent variables being customer satisfaction, 
commitment, perceived value and trust. Switching costs were not confirmed as an antecedent 
variable. Service quality was also confirmed as being an antecedent variable to customer 
satisfaction.  
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The study shows that customer satisfaction is still the most important factor to consumers’ loyalty, 
and service quality is essential in order to develop customer satisfaction. Also, a new reduced five-
item scale is established for banks to measure service quality. Switching costs are confirmed as no 
longer being an antecedent to bank loyalty, whilst satisfaction, trust, perceived value and 
commitment were all found to be antecedents of loyalty. 
Although the study is Australia-specific, the model can be used in most Western countries where the 
banking practices are similarly regulated. Additionally, the study allows for further investigation for 
any organisation which offers products or services and allows them to not measure loyalty and 
satisfaction on a brand level but also on a product level. 
8.7 Limitations of the study and directions for further research 
The thesis presents with some limitations, which also could be used as stepping stones for future 
research. One limitation to this study would be that there were only three product types tested for 
high-involvement and low-involvement. Further studies could add to the overall knowledge base if 
product types such as mortgages, investments and insurance were also investigated. Additionally, 
interaction terms between the constructs could be reviewed to acknowledge any change in those 
relationships. 
Switching costs were found not to have a direct effect on loyalty, however it is noted that switching 
costs may have had a moderating role on the antecedents to loyalty (Aydin et al., 2005, Patterson et 
al., 2001, Patterson and Smith, 2003, Blut et al., 2014) and further studies could investigate the 
moderating role.   
Smaller banks, credit unions and other financial organisations such as investment and insurance 
agencies were excluded from this study. Therefore, further research could include these other types 
of financial institutions to test the fit of the model. Furthermore, this model has a wide range of 
applicability and could be tested in many service organisations with high and low product type 
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offerings. Additionally, since tangibility did not relate to this study out of the service quality 
dimensions, perhaps future studies could change tangibility to cater more for online tangibility and 
appearance and functionality of websites and mobile or smart phone applications.  
Other questions were asked in the questionnaire about ethical investing. These questions were not 
used in the overall analysis of the thesis but were asked to gauge where customer interest was 
heading for banks and to perhaps set up future research. 
The responses became even more interesting with the onset of the Banking Royal Commission 
investigating the financial industry. These questions were only given to those who had selected 
superannuation accounts as their primary account with the banks. 
Respondents were asked about how interested they were in investments that considered: (a) 
society, (b) corporate governance and (c) the environment. For the results, 67 percent of 
respondents were interested in investments which considered the effects on the overall society, 60 
percent of respondents thought it was important that their investments were aligned with 
appropriate organisations which showed positive corporate governance and 63 percent were 
interested in investments that considered organisations which exhibited more sustainable practices. 
These questions open up a new type on investment vehicle to banks which offer not only 
superannuation but any long-term investment options, such as mutual funds and trusts. Further 
investigation would be required to gain a true understanding of the intent of a customer and 
whether or not they would think it is worth their time to switch to a more ethical investment choice. 
However, with the damaging results already being presented about the top four banks, now is the 
time for marketing decision makers to seize the opportunity by rebranding some investment vehicles 
and focusing on the ethics and perceived corporate governance behind the companies or industries 
being invested in.  
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As mentioned briefly in section 8.4, perceived value responded differently in the two models. 
Although the results were clearly dissimilar, the multigroup analysis did not show any significance. 
This should be retested with perhaps other product types to see if there is a true difference. 
Since the Banking Royal Commission, it would also be a direction for future study to retest the 
confirmed model in an attempt to measure any differences the findings had on overall 
trustworthiness. 
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Appendices 
Appendix A: Ethics  
Associate Professor McCarthy, 
 
Thank you for submitting the progress report. I am pleased to advise that renewal of the following 
Human Research Ethics application has been approved. 
Ethics Number: 2014/002 
Project Title: Is customer loyalty in retail banking homogenous or is it influenced by different product types? 
Researchers: Tam Leona; Hinchcliff Mercedez; McCarthy Grace (has since changed to Elias Kyriazis replacing Leona Tam) 
Renewed From: 17/05/2018 
New Expiry 
Date: 16/05/2019 
 
Please note that approvals are granted for a twelve month period. Further extension will be 
considered on receipt of a progress report prior to the expiry date. 
 
This certificate relates to the research protocol submitted in your original application and all 
approved amendments to date. Please remember that in addition to completing an annual report, 
the Human Research Ethics Committee also requires that researchers immediately report: 
 
 proposed changes to the protocol including changes to investigators involved 
 serious or unexpected adverse effects on participants 
 unforeseen events that might affect continued ethical acceptability of the project 
 
A condition of approval by the HREC is the submission of a progress report annually and a final 
report on completion of your project. This progress report must be submitted by accessing the IRMA 
system prior to the expiry date.  
 
Yours sincerely, 
Emma Barkus 
 
Associate Professor Emma Barkus, 
Chair, UOW & ISLHD Social Sciences Human Research Ethics Committee 
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The University of Wollongong and Illawarra and Shoalhaven Local Health District Social Sciences 
HREC is constituted and functions in accordance with the NHMRC National Statement on Ethical 
Conduct in Human Research. 
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Appendix B: Research Information Statement  
Email to potential participants 
Invitation to participate in survey 
August 2015 
Dear potential participant, 
I would like to invite you to participate in an Australian study from the University of Wollongong.  
This study intends to investigate consumer opinions in retail banking.  
The survey is intended for participants 18 and over, who have utilised a banking product in Australia 
and who are an Australian resident. If these criteria do not apply to you, please do not participate in 
this survey. 
If you decide to participate, please click on the below link to begin the survey.  
http://uowcommerce.co1.qualtrics.com/SE/?SID=SV_6nCnAldUl6H84WV 
15-20 minutes and your participation is greatly appreciated. No financial benefits accrue to you from 
the University of Wollongong for answering the survey, but your responses will be used to further 
understand consumer opinions in banking.  
Information from this study will be used as part of doctoral research into loyalty in retail banking. No 
information which could identify you will be used. Aggregated data which does not identify you may 
be included in the write-up of this research or related articles or papers. Completing the survey 
implies that you agree to this use of your data. 
Your decision whether or not to participate will not prejudice your future relationships with 
University of Wollongong. If you decide to participate, you are free to discontinue participation (by 
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closing the browser window) at any time without prejudice. If you choose to end the survey before 
completion the data will not be used in the survey and it will be destroyed. 
Further information is included in the Participant Information Sheet, which can be accessed by 
following the link to the survey. 
If you have any questions, please contact me directly. 
Thank you for your time. 
Mercedez Hinchcliff 
Doctoral Candidate 
University of Wollongong Mh787@uowmail.edu.au 
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Appendix C: Survey instrument  
Background data of customer on banking   
Which bank(s) do you currently use? ANZ, Westpac, NAB, Commonwealth 
Who is your main bank (main bank is the bank with whom you 
have the most dealings)? 
Note: Once they have selected 
their bank, ‘My Bank’ will be 
replaced by their selection 
(i.e. ANZ etc.)  
How long have you been at your main bank?   
How many different accounts do you have at your main bank?   
How many banks do you currently bank with?   
 
Dependent Variable: Customer Loyalty 
Loyalty Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
I consider my bank as my first choice for 
future purchases.  5 4 3 2 1 
I would recommend my bank to others. 5 4 3 2 1 
I want to remain a customer with my 
bank. 5 4 3 2 1 
I intend to do more business with my 
bank in the next few years. 5 4 3 2 1 
I prefer my bank to its competitors. 5 4 3 2 1 
I would be attracted to a competitor if 
they offered better rates or fees. 5 4 3 2 1 
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Antecedent Variables 
Switching costs Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
For me, the costs in time, effort, and 
money to change financial service 
providers are high. 
5 4 3 2 1 
It would take a lot of time, money and 
effort for me to switch to a competitor. 
5 4 3 2 1 
In general, I find it a hassle for me to 
change financial service providers. 
5 4 3 2 1 
Inertia Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
I constantly look out for attractive deals 
from the other financial service providers. 
5 4 3 2 1 
I never thought about switching to 
another financial service provider. 
5 4 3 2 1 
I cannot be bothered to think about 
switching to another financial service 
provider. 
5 4 3 2 1 
Commitment Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
I am very committed to the relationship 
with my bank. 
5 4 3 2 1 
My relationship with my bank is very 
important to me. 
5 4 3 2 1 
My bank is committed to its relationships 
with customers. 
5 4 3 2 1 
My bank is willing to invest in maintaining 
relationships with its customers. 
5 4 3 2 1 
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Satisfaction Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
My decision to use my bank was a wise 
one. 
5 4 3 2 1 
I think I did the right thing when I decided 
to use my bank. 
5 4 3 2 1 
I am always delighted with my bank’s 
service. 
5 4 3 2 1 
I feel good about using my bank’s 
services. 
5 4 3 2 1 
Overall I am satisfied with my bank. 5 4 3 2 1 
Trust Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
My bank is trustworthy. 5 4 3 2 1 
My bank is always honest and truthful to 
its customers. 
5 4 3 2 1 
My bank has high integrity. 5 4 3 2 1 
I have great confidence in my bank. 5 4 3 2 1 
Overall my bank can be trusted 
completely. 
5 4 3 2 1 
Image Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
My bank fulfils the promises that it makes 
to its customers. 
5 4 3 2 1 
My bank has a good reputation. 5 4 3 2 1 
My bank has a better image than that of 
its competitors. 
5 4 3 2 1 
My bank is contributing to society. 5 4 3 2 1 
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Involvement Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
I read information about financial 
products/services before purchasing. 
5 4 3 2 1 
I compare product characteristics 
between financial service providers. 
5 4 3 2 1 
I check rates/fees before deciding which 
financial service provider to use.  
5 4 3 2 1 
I feel confident in selecting the right 
product or service.  
5 4 3 2 1 
I discuss financial services purchasing with 
others.  
5 4 3 2 1 
I consider the purchasing of bank services 
as an important decision. 
5 4 3 2 1 
Perceived value Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
My bank offers more value for money. 5 4 3 2 1 
Compared to the quality I get, I pay a 
reasonable price. 
5 4 3 2 1 
I consider my bank’s rates and fees to be 
reasonable. 
5 4 3 2 1 
Doing business with my bank is the right 
decision when price and other costs are 
considered. 
5 4 3 2 1 
Compared to the price I pay, I get 
reasonable quality. 
5 4 3 2 1 
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Service quality Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
My main bank has attractive offices and 
pleasant likeable staff.  
5 4 3 2 1 
My main bank’s staff provides me with 
caring and individualized attention 
whenever I visit their offices.  
5 4 3 2 1 
My main bank always shows willingness 
to help customers and provide prompt 
service.  
5 4 3 2 1 
My main bank is reliable in providing 
services as promised.  
5 4 3 2 1 
My main bank’s staff inspires trust and 
confidence in me.  
5 4 3 2 1 
 
Net Promoter Score 
Net promoter score Detractors                            Passives  Promoters 
On a scale from 0-10, how likely are you to recommend your 
main bank to a friend or colleague? 1  2  3  3  4  5  6  7  8  9  10 
 
Ethical investing only asked if the respondent selected ‘superannuation’  
Ethical investing   
Are you interested in investments that 
consider the a. environment b. society c. corporate governance 
Do you think superannuation funds 
should consider 
a. environmental b. social c. corporate governance 
issues when they choose their investments 
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  Strongly 
agree 
Somewhat 
agree 
Neither 
agree 
nor 
disagree 
Somewhat 
disagree 
Strongly 
disagree 
Do you want your superannuation to be 
invested in a way that does not harm the 
environment/does not harm 
society/promotes good corporate 
governance? 
5 4 3 2 1 
 
Demographic questions 
Demographic data 
Sex 
Age  
Work situation 
Rural/urban living 
Marital status 
Annual personal income 
Describe your current living situation 
Total household debt (excluding mortgage) 
Education 
Total number of dependants  
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Appendix D: SmartPLS results  
PLS MODEL FULL 
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PLS MODEL LOW-INVOLVEMENT: 
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PLS MODEL HIGH-INVOLVEMENT: 
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Appendix E – HTMT Test 
The columns marked 2.5% and 97.5% show the lower and upper bounds of the 95% confidence 
interval.  The HTMT test confirms discriminant validity as none of the criterion are set to 1.   
Heterotrait-Monotrait Ration (HTMT) 
  
Original Sample 
(O) 
Sample Mean 
(M) 2.50% 97.50% 
Loyalty -> Commitment 0.858 0.857 0.803 0.904 
Perceived Value -> Commitment 0.836 0.835 0.785 0.879 
Perceived Value -> Loyalty 0.809 0.809 0.753 0.86 
Satisfaction -> Commitment 0.924 0.924 0.895 0.949 
Satisfaction -> Loyalty 0.886 0.885 0.846 0.92 
Satisfaction -> Perceived Value 0.876 0.875 0.833 0.913 
Service Quality -> Commitment 0.792 0.792 0.717 0.854 
Service Quality -> Loyalty 0.775 0.775 0.7 0.839 
Service Quality -> Perceived Value 0.787 0.788 0.711 0.853 
Service Quality -> Satisfaction 0.843 0.843 0.77 0.901 
Switching Costs -> Commitment 0.316 0.316 0.203 0.423 
Switching Costs -> Loyalty 0.274 0.276 0.159 0.388 
Switching Costs -> Perceived Value 0.234 0.234 0.116 0.356 
Switching Costs -> Satisfaction 0.234 0.236 0.124 0.35 
Switching Costs -> Service Quality 0.278 0.28 0.163 0.399 
Trust -> Commitment 0.884 0.883 0.843 0.916 
Trust -> Loyalty 0.839 0.838 0.795 0.879 
Trust -> Perceived Value 0.868 0.868 0.829 0.903 
Trust -> Satisfaction 0.908 0.908 0.879 0.934 
Trust -> Service Quality 0.839 0.84 0.773 0.896 
Trust -> Switching Costs 0.195 0.197 0.086 0.307 
 
